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StM-iAHY OP FINDINGS AND CONCLUSIONS 


The Role of the Director of Finance 

I. The formal promulgation In Agency regulation of the mis alga 
of the Director of Finance states that he is " reapons^^e fox-all . 


financial operations of the ImM'" In practice, ^ ggr^many , 
aspects o f Agency f inancial operations are within the purvlev qf 
the Director of Finance only tangentially or not at all. Ambl- 

^„ i n t J ii im hi n iiwi »inrin n - ' i ..i* ' tff nr Ttnimwi. u 1 "** • • ’ v **** ’***• jeti&r*#***' •*' "***‘i** m, *'* M( •• * ~ 

guities in the relationship between Finance and the rest of the 
Agency my have existed from the very beginning as an unavoidable 
consequence of corapartmentation . Tor whatever reason, the Director 
of Finance is excluded from natters that should be of proper concern 
to him. He does very little in the way of financi al fthfi l ynig, 
we feel should be one of his main responsibilities. >/ e recongag d 
revision of the statement of mission and functions of the Director 


of Finance to reflect more realistically what is expected of hi; 

. inn abw - * 1 * «■ 9 fee — s pei WT ii m'iiw — -- -- i-y„n„ w nnnr'i ~i 


Management 

2. Management of the Office of Finance is highly centralized, 




markedly conservative, and quite rigid. It is not am office in which 


mmrr-iMj.. vamrrt - - *mfi* * *«Mi 


change comes easily nor in which creativity is encouraged. Over oue« 


-e-iSKit' * 


; a-amM S S ■■ r. -mvm irmuf 


third of our report is devoted to the subject of personnel management, 

” . -ma |Y- F'^ r ■ .» ». , - . 

M jr .. . :j |j. - -) W -inan , ... • ,-,i ixkz v» ' 

and we are highly critical of much of what we found. 


•*.*, . 1,4 .i.aJwSiatSi '* 1 
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The Finance Career Service 

3. The finance Career Service has a Career Service Grade 
Authorisation of 


positions, of which 


the Office of Finance at headquarters and 


pre allocated to 
are allocated to 


other Agency components . We see as one of the major problems 
facing the Director of Finan ce the need to cre ate a vork force 


with a coaqposition such that it can meet the varying needs of 


the present and, as a corollary, build the broadly based talents 

^%||)l ill |irrt-*"'^Tir- “Tn T I- ■■■-- .aa.--.!*!- jatX#*aetU* ■** ■*** • ■**9*-'* IJ *1 

essential to future ma n agement of the Career Service. The Career 




Service is now populated with an/ unduly large number of persons 

• a»— w j^w —e mtmjk ** r ■■-nrr*" — rM^#*#***^ 

with narrow skills of limited utility, and the trend in the Service 

. anaw -.. -: s«» ifes *wfc ® .* 

appears to be toward perpetuation of that pattern. Change will not 

y^ivaa.-.. ™—*» « W t rr n - Jtt 'W »W W"Wgw«w — — - .■ I . . ■ 


corns easil y or quickly nor, we might add, of its own volition. What 
is required is a deliberate and diligently pursued effort to recast 
t he Finance Career Service mold so a 3 to attract personnel with 
potential for growth and to furnish them the incentive and the 


opportunity to develop their native talents. 


Recruitment 

k. The Direct or of Finance is interested primarily in recruits 
with accounting backgrounds ♦ Almost all new Finance profes sion al 
personnel are obtained by direct recruit ment arid alm ost none through 
the Support Career Training Program. We question whether an account- 
ing b a c k ground is essential for many of the positions in the Office 
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of Finance. We believe that more 



obtaining young officers with , j&re. bXQa&& 
interest a who may be groomed for posit lone of management and le ader- 

ship. 


The Age and Grade Structure of the Finance Career Service 

5. The Finance Career Service lias a much older population 
than either the rest of the Support Services or the Agency as a 
whole. It has a heavy concentration of officers aj tfr e ,Q§;i^l3 
level with an average age of 45.9 years. The aver age age of 

rrn ai m i sm i riw i i i fr '”^-— T - „ rT-nn ni“~t — wmmmmrnmmm n iiimn m 

officers at the GS-9 to GS-11 level is 42.2 years* thus, they will 

.|W» I !■*! IIW1I iiill inmiM l l l Tl T TT”^ "1-- - • ~r - ~ IH T- " n'TII P — • — -*-■ 

be approaching the retirement zone closely on the heels of the 
large number of 06 -12* 9 and 08-13*9 . One -quarter of the present 
Finance work force either will he expected to retire or will become 
eligible for optional retirement within the next five years. 


Position Reclassification 

6. The Director of Finance hopes to find at least partial 

— _ — — - 

solutions to many of his problems of personnel mnag ement through 

i^grading ^of^toziKiiE^ of positi ons by position rec lassificatio n^ 

Regardless of the merits of his plea for upgrading of slots, w# 

cannot see position reclassification as anything but ojshort-rai ige 

palliative for long-range ills arising from Finance's philosophy 

ras a * -* v ■ w w« E'» -y^***'*-—****?'*'’ rT ^ * - jib 

and methods of personnel management. 
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Rotation 

T • We encountered extensive and severe criticis m of fe e 
operation of the rotational scheme by the Office of finance. The 
thrust of those criticisms was to the effect that the finance officer 
Is transferred just about the time he has really learned the job, 
that the transfer is often on very short notice, and that the 
replacement la slow In arriving. The lads, of flexibility in the 


management of the Career S er vice, which is manifested in man y wa ys, 
is perhaps most noticeable in the administration of the rotational 
mechanism. The crash requirement , which will always b® with us, 

^ mm m 1 1 — a— n^—w — < « m r r- i w *M*m*»»* •»-'ii" | eii mp >«w"w 

disrupts the rotational pattern, and Finance does not have the ^ 

Sh— ■ — ^ i— — b *** **>»» « m n a iir -g- i— kw w „»*** — wiwh*< *? • -m |k *' *"'*'*' 

organizational nr manipulativ e resilience needed to bring it smo othly 
bach into shape. _ 


The Role of the Support Staff in Personnel Management 

8, We question whether the Support St aff of t he Off ice of 
Finance makes the sort of contribution to planning and execu tion 
that one finds in most other Agency coiqponents . The support element 
mist be an instrument of comaand, but it also should have the capacity 
to influence command decisions by infusing ideas drawn from knowledge 
Of or experience with other ways of doing things elsewhere in the 
Agency. The Director of Finance has stated that he wants to upgrade 


the role of his Support Staff. We think it is worth a try. 


- k - 
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Financial Transactions - Processing and Records 

9. In our last survey of an Operating Division of the 
Clandestine Services, we observed certain anomalies during our 

T 1 mm rr ""* * "' Ul -*••*■•*■ *" ~ 

inspections of its field ata tloaa that led us to believe there 
was need for streamlining the Agency's mechanisms for financial 


administration. We examined the procedural aspects of financial 
operations at headquarters in this survey to see if the previously 
observed complexities were unique to field financial operations or 
whether they were a reflection of the operation as a whole . It , 
may be that the system cannot be simplified — that the checkB and 


balances are essential to detect and to elimi nate error. It is 

***** ~ III i r H|I»|HI»I i.JII-Mti - Trm U'r-'-— ****’ J ' , * -t " 


our distinct impression, however, that the mechanism is error-prone 

n - • . . — ■ar:iiii'f"» , ’iiuiiniiiii Hum w*"-- u .... t - »-—»* 


in tart because of its sheer unwieldinesa The Study of the 

r _ ^ .. r -iiri in ~r r'rTiiri ' ni i i t *"*"** ^ 1 ^ 1 ** 1 -■*■■ 

Procurement S ystems of the Central Intelligence Agency, which was 

V-.-— -—* I — -■ ■■ ' " """ ~ J 

made by a firm of specialists under Agency gui dance, made numerous 
recommendations for improved efficiency of procurement operations. 


We believe that a similar study by a comp arable group of specialists 
of financial paper processin g and recordkeeping wo uld b e well w orth 
the cost of the study. 


Processing of Travel Claims 

10. We examined the problems of processing travel claims quite 
closely — in part because we took with us to the survey a concern for 


- 5 - 
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this natter. The Inspector General, over the years, has been the 
recipient of a number of complaints or of appeals of settlement of 
claims, which upon investigation appeared to have arisen from 
defects or ambiguities in interpretation of travel entitlements. 


a. We found evidence of much 


deal 


of lost time resulting from lack of familiarity with ch anges 
in travel regulations, n ew travel forms, and the like. 

b. JPhere is little uniformity within the Agency on 


payment for travel and of per diem at ra tes les s t han t he 

* 1 i — ■ ' — — * ■' * — — " " "* 1 * iinr 

establishe d maxlauxas . We found reiafoursements ranging from 
"something out of pocket" to "all that the law will allow." 


We are unable to see the rationality in a system that permi ts 


such extremes to exist si de by sid e within a sing le ag ency . 

I mvmm t mmm mnm m ~. 

c. There is no si ngle point in the Agency to whi ch 
technical questions on travel and transportation M^J^Jlrectcd 
for an authoritative answer. The particularly troublesome 
cases are those arising from provisions of Agency regulations 
that may be interpreted either for or against the claimant 
and which, legally, could be decided either way. 


We th ink an answer lies in a well ordered and vigorous attack on 


the whole range of problems associated with travel processing. We 
recommend the establishing of an Agency Travel Policy Committee, 


- 6 - 

SECRET 

Approved For Release 2003/04/29 : CIA-RDP84-00780R0021 001 70026-5 



Approved For Release 2003/04/29 : CIA-RDP84-00780R0021 001 70026-5 


25X1 

25X1 

25X1 


a E C K JS T 

patterned af ter that In the Department of Defense, with broad 
responsibilities and authorities in the field of travel and 
transportation . 

Administration of the CIA Retirement and Disability Fond 

11, Although the procedures during the first few years have 
been rather informal, we believe that the Fund has been adequately 


administered and is now well invested. All estimates, however, 

now in the port- 


point to an Imminent increase from the 


folio to about 
of over 


-to which will be added an annual surplus 


for a number of years to come. The FY 196? 


Projected Estimate of Fund Activity predicts a principal fund of 

by i 960 , and that sum may well be exceeded. The nui fiber 


of annuitants and their total annual benefits may triple in the 
next three or four years. These factors point up the need for a 
more formal method of administering the Fund, particularly the 
long-range investment program . We have recommendations toward 
that end. 


- T - 
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INTRODUCTION 

1 . The last Inspector General survey of the functions now 
performed by the Office of Finance was made in 195^ when the present 
Office of Finance was part of what was then known as the Office of 
the Comptroller . We ordinarily are able to judge progress in attain- 
ing long-range goals by comparing findings in a current inspection 
with those of the last report of survey of a component. In this 
case, the results of an Inspection made so long ago of a component 
that is now so different are of little pertinence to our present 
effort . 

2. The present inspection was made by a three -man team consist- 
ing of two members of the Inspection Staff and the former Assistant 
Deputy Director for Support who was brought back from retirement 
under contract specifically to participate In this Burvey. Although 
the last report of inspection of the finance function was of little 
value to the inspection team, the inspectors found that other, more 
recent reports of survey did pertain, at least in part, to the func- 
tions of the Office of Finance. Principal among these is A Study of 
the Procurement Systems of the Central Intelligence Agency . That 
report and various others were reviewed, as well as applicable regula- 
tions, handbooks, and other issuances. We did not attempt to interview 
all employees of the Office of Finance. We did, however, interview 
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all available officers In positions of responsibility in the Office 
of Finance, a representative saapling of personnel in all grades in 
all Finance components, and many senior personnel in other offices 
who are knowledgeable of the Office of Finance or of financial opera- 
tions In general. 

3 . We did not intend that this be a survey of t ho^fiag ocia l 

of the Agency nor an analyi* o f^bow the Agency_s^d3 its^ 
funds. We confined" ourselve s to an examination of t he rol e of the 
Director of Finance in the A gency* s financial operations and _of the 
p erformance of Ms^ Offlc e i n dischwging its resg^ibilities ^der 
appropriate A gency reg ulation is and directives. 

1*. In ou r many interviews of officers outsi de of the JEff ice of 
Finance ve found none who questioned the int egrity of the a „ 

tor accountability and control of funds. All vho had 
dealings with the Monetary Division and with the Industrial Contract 
Audit Division spoke well of their performances. Everyone seems to 
take for granted the work of the Compensation and Tax Division In 
getting out our pay checks. We know personally several senior officers 
who rose through the Finance service and who now are in positions of 

responsibility elsewhere in the Agency. 

5 . let, in spite of these plus fac tors, we find t hat the Office 
of Finance has a generally poor image. It is looked upon as an office 

m— i — mm mm ... mm ir — «■* » j » w'» wmmmx* mansem' 

that has stood still while the Agency as a whole ba a moved foI ^ 7Rr<1 .* 

- a - 
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Many of the officers who began in Finance and have since gone cm to 
other Jobs tend to view transfer more as a means of escape than as 
advancement. Improving the image is a desirable goal, but it is not 
an end in itself. F inance’s image is an e ternal . reg iectlonjrf its 
internal mode of operation and as that mode changes , if it does, so 
will the image change. 


- 3 - 
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THE ROLE OF THIS DIRECTOR OF FIRANCE 


1. The Director of Finance doe a not I nvolve hi mself aggressively 
in financial management Issues outside the narrow field of accounting 

-, r - - v am in — — »- ■—■■■——■ ^■-™^'0* 1 ******' ■****’****- T »•»» ... .**:,.■**-**»** wnv-.iTir.ir- « 

( X v .*s V. •■> 

— in areas such as process and systems improvement, covert funding, 

V : 

evaluation of current techniques, studies of cost effectiveness, and 
generation of reports useful to manag e ment in program evaluation. 

The Director of Finance himself feels that he has no charter to 
analyse costa or cost effectiveness, to Judge the vali^ity^oFlKxpendl- 

Illll]|-«II I li r ■ ■ .fJ j. . ,. -, s * - ■‘v-mvTVKf 

tures (as opposed to mere legality), or to contribute to the propers- 

i f w n r— • - - -»• -«•* *’*" 

tion of budgets (other than that for his own office). In our view, 

«=-■ - ■ — — — - — — — — — — < ***‘"*’ — — - ••* 

the charter of the Director of Finance could be interpreted as printing 


iMMiwiww.-a . - *i-.u 




him authority to do all of tliese things but is actually interpreted 
to deny him most of those authorities. 

2. The formal promulgation in Agency regulation of the mission 
of the Director of Finance states that he is "responsible for all 
financial operations of the Agency." We realize that this statement 
was written by the Director of Finance himself, but the fact that 
it was approved for publication attests to its acceptance throughout 
the Agency . In practice, however, many aspects of Agency fi nan cial 
operations are within the purview of the Director of Finance only - 
tangentially or not at all. We found the Director of Finance troubled 


over his exclusion from matters that he felt should be of proper con- 




earn to him. This feeling does not stem from a thirst for power but 
from honest frustration in the face of ambiguity. 

~ h - 
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3. The frustration may not be of recent origin. Ambiguities 
la the relationship between Finance and the rest of the Agency nay 
have existed from the vary beginning as an unavoidable consequence 
of compartaentation » The evidence we have suggests rather strongly 
that, regardless of the duration of the problem, its dimensions today 

differ from those of earlier years. 

k. Originally, budgetary and financial operations were combined 
in what was known as the Office of the Comptroller, which was sub- 
ordinated to the Deputy Director for Support . Effective 1 April 
1962, the EDS was relieved of responsibility for directing and 
coordinating toe activities of the Comptroller, who thereafter reported 
to the Office of the Director. Effective 2 July 1962 , the mission of 
toe Comptroller, which until then had included responsibility for 
financial analysis, was expanded to include responsibility for program 
analysis. Effective 13 November 1963, there was a massive realign- 
ment of responsibilities for budgeting, financial operations, and 
program analysis. The Office of the Comptroller was made an integral 
part of toe Office of the Executive Director, and the Executive 
Director became the Agency’s Comptroller . The Office of Budget, 

Program Analysis, and Manpower (BPAM ) was established, with it* 

Director reporting to the Executive Director-Comptroller . An 

Office of Finance was established, with its Director reporting to 

the Deputy Director for Support. Simultaneously with that reorganisation 

. 5 - 
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the Mission and functions of the former Office of the Controller 
■were reapportioned among SPAM (budgeting and program analysis), 

SD/S&T (automatic data processing), and the Office of Finance 
(financial operations, accounting systems, and control of funds, 
assets, and liabilities), 

5 . The present alignment of functions, -which separates planning, 
programming, and budgeting from financial operations, is similar to 
that found elsewhere in government and in large businesses and, 
log ic ally , places control of programs and of manpower in the hands 

of persons authorized to act instead of to recommend. Yet, somet hing 
seams to be missing: the bridge between financial operations an d 
program planning. The financial management issues, to which we refer 
in the first paragraph of this section, largely concern this gag), 
which we will here call "financial analysis." 

6. Financial analysis once loomed large enough in the responsi- 
bilities of the Comptroller to be named as one of hi© three main 
missions. We find it listed in each revision of the statement of 
mission and functions of the Comptroller beginning in February 19t8 
(the earliest version we have) and continuing until March 1<?64. In 
July 1962 program analy sis was added to the mission and was combined 
with financial analysis. The Controller had immediately subordinate 
to him a unit known as a Financial Analysis Staff, which became the 
Program Analysis Staff when program analysis was added to the mission. 

- 6 - 
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MISSIOH 

The Comptroller... Is responsible for all budgetary and financial operations of the Agency; 

The Director of Finance is responsible for all financial operations of the Agency; 

for the establishment .and maintenance of accounting systems; 

for the development, establishment, supervision, and maintenance of accounting systems; and 

for the control of all funds, assets, and liabilities; for providing management with program 

for the control of all assets and liabilities. 

and financial analysis; and for the development, preparation, and execution of the Agency budget. 


FUNCTIONS 


The Comptroller ...shall: Conduct program and financial analysis; issue analytical reports 

The Director of Finance shall: Conduct financial analysis 

for planning purposes; and render advice..... on the financial aspects of program plans 

&ud render advice, as appropriate, on the financial aspects of program plans 


and operations, 
and operations. 
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With the establishment of BFAK in November 1963 , it absorbed the 
Program Analysis Staff. Frojjram analysis mid financial analysis 
thereupon disappeared from the statement of the mission of the 
Director of Finance. Financial analysis remain s ^a a one of the 
ennumerated functions of the Director of Finance, but we find Very 
little of It being done. The* little there is exists at the branch 
level. 


7 * It might be held that financial analysis 1 b Implicit in 
program analysis, but we believe that there is a distinction and 
that at least son® effort has been made to maintain it. On the 
facing page is a comparison of statem ents of mission and of on e 
function for the Comptroller prior to the creation of BPAM and for 
the Director of Finance there after . The statement pertaining to the 
Comptroller Is la b lac k and to the Director of Finance in red. It 

seems clear that it was intended that financial analysis remain with 

- *■*■*■ '»«* * .. 


the Director of Finance. 



8 . Other ambiguities in the role of the Director of Finance 
stem from fragmentation of his stated responsibility for all 
financial operations of the Agency. An example is the development, 
review, and evaluation of covert funding arrangements. Before the 

- mm..*"* 

recent compromises of Agency funding techniques, covert funding was 

— m, *** **** * * **** . n u t % * 

largely the responsibility of the Chief, Central Cover Staff of the 

OMWeW**'*' ■ r at~w *' * ' **■» * »**• J£»fc .-v^jgJk* 1 I ■ |> 1 1 1» 1 <■> ■#*■"* » 

Clandestine Services. The Director of Finance has a .representative 

n«n— r unr - rr r nr-rrtm -. i rr- - ,,4..,,. . •• • ? «. 
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of hi# Monetary Division working with Central Cover on covert funding, 

ii "na i. ■*— *'*"' 1 1, 1 i r — * ■ " »» < mmm ■ mim * ■ ,M% “*■» n.mn» - ,. rrit 

but he has no charter for this --except as may be implicit in his 

— I III n 1 -•*- «■«■*** - — " " M, l l l llllt f-r « | M. » ii I. n il T h „ _ _ I T,1- -I--TT-T, 


broadly stated responsibility for financial oper ations , 

9 * On the other hand, there are aspects of financial operations 
for whic h he does have a clea r c harter but i n which h e pla ys a limited 
role. An is the limited participation of the Director of 

■■Hi rin ' i i i iitrw iBi Tn [ n|i., i ii D ffii rr t W " ‘" T r r j rimi n 11 1, 11 111 1 1 1 1 » ■ »» - -■■■ -i imjif-Ti 

Finance in the financial management of proprietaries. One of Ms 

m mmmmmmmm , «* » 

functions, as established in Agency regulation, is to "develop, 
establish, and technically supervise, in cooperation with applicable 
Agency components, necessary accounting systems, financial reporting, 
and funding procedures and fiscal controls. . . for proprietary, 
subsidy, and other special projects . * There Is basic disagreement 
over the proper role of Finance’s Proprietary Systems and Accounts 
Division (PSAD) — whether it ohould merely keep the books or whether 
it should have a real hand In financial management. We might note 

|| .. |i nr tu| ^ l |ii W iiniWMiiMBiii>»aifimi vnr ■ ■ r v in » , . « iji n in - -"""^ ? *■———■ i — ' — *■— » 

that as of June 1967 PSAD had insufficient qualified manpower to do 

jjHBM„millMWa»»W— im 1 »— I«IIII«I»»I" ■|||I|»I | , Ii j g in II Him _• - f rr -- r nr jf- .It., l -* " llll , l> " ll ' l ™ * l ' '» * ' l " > ‘ l w -** t ‘ l ~^ , »* ■ » n * *’ ’ ■“ 

much more than carry out the bare bookkeeping and accounting function. 

ww— »t— waw— tmumiii 1 m » 1- jia* * 1 ^** 1 ' 1 -"■ f a a r «*■ -*■ - w"wruwr 

The Proprietary Study Group, which made its study concurrently with 
this survey of the Office of Finance, looked closely at financial 
management of proprietaries , especially the role of service proprie- 
taries. We feel that the Director of Finance should be allowed to 


exercise greater I nfluence on the finan cial services of all prop rie- 
taries than he now does . The Stud y Group’s report, which has already 
been Issued, has recommendations to that effect. 


- 8 - 


Approved For Release 2008/©WS9ft EI/T-RDP84-00780R0021 001 70026-5 



Approved For Release 2003/04/29 : CIA-RDP84-00780R0021 001 70026-5 

SECRET 


10. Certain, in fact many, of the ambiguities in the role of the 
Director of Finance do not arise from imperfect ions in the written 
statement of his mission and functions. We suspect that part of the 
difficulty lies in an uneasy adjustment to the changed mission of the 
Office of Finance. Responsibilities it once had for budgeting end 

MannmmN»i> t-uq« ■*■ •»/«». 

for program analysis are now lost to it, yet much of the work is still 

~ ^ -iMnrrir^ — i>wiiiiiniiiwi* l j.j** k *m*^*#*—*m *** ******* * -• 

done by Finance careerists on aasigmaentto OPPB. We have seldom 
found it profitable to seek bureaucratic solutions to problems, but 
in this case we think a bureaucratic approach may help. The Director ^ 
of Finance is now, and we believe ha s been from the ly ginning, nssi^Md 
responsibilities that J » is no t permitted to carry out . Histo rically, 
the statement of his mission and functions has described what be thinks 
his role should be . It lias not described the role as it actually 
existed. We believe it is time to rewrite the statement to refl ect 
what the Director of Finance is really expected to d o — making it 
clear to those concurring in the statement that they do so in the 
understanding that the Director of Finance will be expected to exercise 
the responsibilities assigned to hi®. 

It is recommended that; **©• > 

The Deputy Director for S upport cause to be issued 


a revision of Agency Regulation! [Organisation, 
Office of Finance, assigning to the Director of Finance 
t ho se responsibilities and authorities agreed among the 
Deputy Directors as being properly his, specifically to 
include financial analysis as one of the principal ele- 
ments of hia mission. 
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MANAGEMENT 


1. Management of the Office of Finance is highly centralised, 
markedly conservative, and quite rigid. Finance is not an office 
in which change comes easily nor in which creativity is encouraged. 
This is a harsh judgment, hut it is one that is supported hy our ovn 
observations and by the comments of Finance employees we interviewed. 
Many of our findings and conclusions eet forth in subsequent sections 
of this report are concerned with the managerial style of the office 

-■III - I II mm " I — .. -••t.-ifc.!. <■<--. r ’«— -rr -■ m a, 

and with its consequences. These brief examples are illustrative: 

a. In fiscal year 1967 * eleven employee suggestions were 

itlfi wli s • .*»»««*.•*• s<S .-W’m****** ■ ■ & v ..» 

made within the Office of Finance) Finance endorsed only one 

w— - - m* -r— * - 

fear approval- -for an award of $30. This compares with 23 

-— Ml I | iikiii nil I II. j | I CTCT .ti MW .** <*•»«§. 1 ■ 

suggestions made within the Office of Congamicatlons , of which 
nine were adopted for a to tal of $1,200 in awards) 3 3 made 
within the Office of Logistics with 15 adopted for a tot al 
of $2,860) and 11 made within the Office of Security with 

—w** ***mwasm** b wap k *-'* ^ 

five adopted for a total of $1,255 awarded. Suggestions for 

■ —\ i — - — —wi i — 

simplified Time and Attendance procedures, for example, were 
made in 1956 but had not yet been acted upon as of 6 July 19o7> 
eleven years later. The reason given in response to our query 
was that "this involves a regulation change . " 
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b. The establishment of the Covert Tax and Allowance 
Committees, the concept of com mut ed travel, and the decen- 
tralization of certification procedures , which are widely 
viewed within the A gency as deci ded i^croyeEients, were 
initially resisted b yjbhe Office of Fi nance . 

c. The Office must administer a eomglex rot ati ona l s cheme 
In which one -half of Finance careerists serve in assignments 

| | ||||| Mr , MMN | rrr -—^- .*■»■ » -l ii'ayfi i i '=*" r ** * 

away from the Office of Finance . That and other personnel 
matt ere are almost wholly controlled by the "front office." 

The Director of Finance estimates that his deputy devotes 75 
percent of his time to personnel administration . The office 
does not have a professional personnel specialist. (As we will 
note in a later section on personnel management, many of the 
components to which these finance officers are rotated are 
quite critical of the way rotation is managed.) 

2. We cannot, in fairness, say that the manager ial style of 
the Office is deliberately intended to operate as it does. It is 

iihiimiiii wrijiaiJiiiB'n'Pii -'iirfirrir^rrr'* <■ - a “— " - - 


likely that it has evolved gradually over the years as a result of 
the concentration of expertise in the hands of a very few. The 
four senior officers in the Office of the Director have 130 years 
of governmen t servic e among them and an average age of 56 years. 

They are solidly experienced in financial operations. Mot unnaturally, 
they tend to stick to methods they have used and with which they are 


thoroughly familiar . 


- 11 - 


SECRET 

Approved For Release 2003/04/29 : CIA-RDP84-00780R0021 001 70026-5 



Approved For Release 2003/04/29 : CIA-RDP84-00780R0021 001 70026-5 


S E C R IT 

STAFFING AMD PERSONNEL MASAGJBffiMT 

1. The most serious of the problems afflicting the 

Finance and the SF (Finance) Career Service are centered ia the area 

ii ■ — — i — — m a n urn WTW m n 1 »mtm ■ mamommm .. n i i •' h: - ™™*cs**** 

o f personnel managemen t. The Director of Finance hopes to find jit 
least pa rtial solutions to many of these problems of personnel manage- 
aent throug h upgrading of dozens of positions by position reclassifi- 
cation. Regardless of the merits of his plea for upgrading of slots, 
we cannot see position reclassification as anything but a short-range 
palliative for long-range ills arisi ng from Finance's philosophy and 
methods of personnel manageneat. 

The SF Career Service 

2. The SF (Finance) Career Service has a Career Service Grade 
Authorisation of T 


positions, which are allocated as follows: 


Office of Finance (headquarters) 





The permanent manpower celling of the Office of Finance is 
positions, and as of 15 June 1967 there were 


people assigned to 


the Office. Thus, just about one-half of the personnel with 3F 
Career Service designations are assigned to positions on the T/O'i 
of other Agency couponents. 
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3. The SF Career Service is constituted along conventional lines 
as specified in regulation 


The Director of Finance is tine 


Head of the Service and is supported "by a Career Service Board. The 
Deputy Director of Finance is chairman of the Career Service Board, 
and the voting membership consists of the division chiefs, the cniefs 
of the Support and of the Policy and Planning Staffs, and a designee 
of Q/PPB. The Administrative Officer of the Office of Finance (an SF 
careerist) is a nonvoting member providing technical advice and 
assistance to the Board. 

k. We o ften find thaj . tfeg_,Cjgeer Service Board (or Panel .or 
Coaesittee) of a component we are Inspecting is not held in very high 
esteem by those who do not participate in its deliberations . Vfc have 

* )||f|| , .. in. I wnni - nil I nil • 

come to expect this, but wo were not prepared for the frequency nor 
the intensity of criticisms made by Finance careerists of their 
office's career development program . The views of these people can- 

_j.uww— ea»— 1 Mnawrori nm ir art'*^^ ---«*■•• ■'>.* 

not be ignored, because many of the® have worked intimately with 
personnel of other Career Services under circumstances that enabled 
them to see at close range the world. rigs of other career development 
programs . They conclude tha t Finance's career development prog ram in 
appreciably less effective than those administered by other Career 
Services . Our own examination of the Financ e ca r eer develo gaen t 
program and comparison of it with other programs of which we have 
knowledge leads us to Hie same conclusion. 


®*****se*, "*9*%.:- 
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5, toe of the min source® of discontent is the promotion 
policy followed within the Finance Career Service. In general, an 
employee Is not considered eligible for promotion unless his grade 
is lower than that of the position he occupies. This concept, which 
i» in the tradition of the old-line competitive civil service, is not 
consistent with promotion policies In most CIA Career Services. 
Position-oriented career planning has several ill effects. Perhaps 
the most damaging is that the flexibility essential to the career 
development of the promising individual ie hard to maintain in the 
face of the rigidity of the T/0 structure. The Director of Finance 
la seeking to gain additional flexibility by u pwa rd reclaeeif lotion 
of selected positions. We doubt that a long-range solution lieu JLu 
that direction. Even if he were granted the higher grades he seeks, 

- naming, m - 

in the not too distant future; the average personnel grade would again 
approximate the average position grade, and again a means would have 
to be found for attaining flexibility. 

6. On e of the conseque nces of Financed position -oriented 
promotion policy is that a surprising number of experienced finance 

i ll i m - awe ** * l -"* >l * "* r l > * l, » n *^*"** tl ** , " ; *»‘ u * 1 * ~ <•* 

officers are reluctant to accept overs eas assignments. The reason 
is that the finance officer who goes abroad to fill a position carrying 
the grade he has already attained views his promotion prospects an 
virtually nil while overseas. He understands that he cannot be pro- 
moted as long as he occupies that position, and he cannot be shifted 
to another position until he has completed his oversees tour. 
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7, Another adverse effect of position-oriented career planning 

* , ..... ^ ,|k -m -tut 

- h , , ! - . - , ^ - r , .-Xtax- *» | v*t*' •kv.z..** 


le that it tends to 


the development of specialised tech* 


nloal Bid, Us at the expense of general managerial ski] Is . The 

_ Ki lt - tl -*■ a *~' 1 ‘ * ' - ~ ....... 

Individual sets his sights on a position that allows margin for 
promotion and then begins acquiring or polishing the technical skills 
that would qualify him to carry out the duties of the position. 


Ones he has begun to specialise, he sees simple succession in the 
same or a closely related specialty as the clearest avenue for 
continued advancement , A large number of finance careerists fgcr 
that their service is fast becoming one of technicians with few 
opportunities for development of broad experience . 

8. We are not advocating disregard of the necessary restraints 
imposed by position and grade ceilings. What we do urge la that the 
can best qualified for advancement be the one who is promoted, regard- 
less of the position he may occupy at the tine. Other Career Services 
do it, and it works. It can be argued that the Finance approach 
assumes that the man best qualified for promotion has been identified 

■i U— I is m„ mi ir - »<«»» ~ ” "* 


in advance and has been moved to a position with headroom before he 

wi i i« * i — '"~in — ii i m hi or i mTi i i e Mini - n — . --Ty' i yr i i i iiir iii v n- " t - - - --- -r-im' i . — -- "* ■*■ "* 

is due for promotion . The flaw, as we see it, is that the T/0 becomes 
the master of career planning rather than its tool. 
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It is recommended that : Ho . 2 

The Director of Finance seek the assistance of the 
Director’ of Personnel: 

a, in exploring vith the Heads of other Agency 
Career Services prevailing practices in accommodating 
career development programs to the restraints of 
position and grade ceilings, and 

b« in adapting for use in the Finance Career 
Service those techniques that will permit departure 
from existing inflexibilities In the Finance career 
development program. 

Recruitment and Training 

9- The Office of Finance obtains almost all of its new professional 
personnel through direct recruitment by the Office of Personnel. At 
the time of our inquiries, the SF Career Service was overstrength by 
four, but there were 32 professlonal/technieal applicants and ten 
payroll clerks being processed for entrance on duty. Based on past 
experience, it may be anticipated that few of those processed for 
employment will actually enter on duty. For example, during the 
period June 1966 - May 1967 , only 20 of 255 applicants survived the 
review process and chose to accept employment . Forty -eight percent 
of the applicants who survived file review cancelled after their 
processing had been initiated. 

10. The Government has recognized the tight labor market an 

u i — jfa iWBwmnrr'T nr r - -;*»»><»-* ■■■■■’■■■«, ... .. . 

regards personnel with an interest in and qualifications for work 
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In the finance field by establishing a special pay scale in the 

,, rn— “*• 

accounting series for those at the GS-5 through GS-9 level who 
meet certain basic criteria. We found | [ members of the SF Career 
Service being paid at the higher GSF rates. The demand for qualified 
Junior finance professionals can be illustrated by comparing the 33F 
pay scale with that of the regular General Schedule: 


Grade 

CS 

GSF 

5/1 

$5,331 

$6,387 

6/1 

5,867 

6,857 

7/1 

6,451 

7,303 

8/1 

7,068 

7,533 

9/1 

7,696 

8,218 


11 . The Director of Finance has levied a requirement for tea 
S upport CT's for 1067 "whose major edu cation and/ or ex perience la 
in the finance field and wh ose basic career interest is finance; 
those holding a degree in accounting are preferred. ” Experience 
thus far suggests that the requirement is unlikely to be met. 


Whether by design or from lack of choice, the Office of Finance 
has obtained an insignificant number of its new professionals 
through the Support CT Program. We found only two members of the 
SF Career Service who had been through the Support CT or JOT Programs, 
a. One SF careerict now assigned to the Office of 
Planning, Programming and Budgeting entered the Agency through 
the JOT Program. 
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b. One SF careerist was an, internal selectee and returned 
to the Office of Finance upon completion of Junior Officer 
Training. 

c. Three other SF careerists were internal selectees and 
have completed the CT Program, but none of them has yet elected 
to return to duty with Finance. 

d. Ten Support CT's have been assigned to the Office of 
Finance, but none of them has elected to become a member of the 
SF Career Service. 

e. The first five Support CT classes completed since the 
spring of 1965 graduated I 


J officers who are still Agency 
employees . Fourteen of them have been assigned to specific 

i 

are still categorized as SD, 


career services. The other 


the career designation assigned to a Support CT until he becomes 
a member of an individual career service. There are no indica- 

— IsD career trainees intends to elect 


tions that any of these 


Finance as his career service. (Hor is there any indication 
that the SF Career Service is interested in any of them becoming 
an SF careerist unless he has the prerequisite accounting back- 
ground. 

12. The Director of Finance states that he is interested primarily 

- •» * *** - ■**** 

in recruits with accounting ba ckgr ou nds . W e question ^diether ap account - 
ing background is essential for many of the positions in the Office of 


. i3 — 
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Flaancf . We believe that an interest in and an aptitude for finance 
work would be sufficient qualification for may of these positions. 
Concentration on recruitment of persons with accountiaig backgrounds 
carries with it the risks of hiring people who are overqualified for 
the positions they will occupy for a number of years and of building 
a service overpopulated with technicians. We believe that more 




emphasis should be placed on obtaining young officers with more 


broadly -based aptitudes and interests who mey be groomed for poai- 

■ ... f 


jp^< w W M F»faiittt3-»iif-«*^ ; i~»» ■» * <*«m rm+td+imr+i - 


tions of nffinagece ent and lead ers hip - - in oth er words, through the 
Support Career Training Program. 




It is recommended that ; No. J 

The Deputy Director for Support instruct the Directors 
of Finance, of Personnel, and of Training: 

a. to review the requirements of the Director of 
Finance for recruitment of professional employees for the 
Finance Career Service, and 

b. to submit to the Deputy Director for Support 

for approval their joint recommendations as to measurec 
necessary for the fulfillment of a significant portion , 

of Finance’s requirements for new professional person- j 

nel through the mechanism of the Career Training Progiwu j 

13. The 3? Career Service has a good record of participation in 

iS mt i ii'Tn Iiil>r m nnm™ 1 11 n|i 11 1 •• 1 n • 1 r * ' 11 > r r** ' ” '* m ' 

Agenc y tr aining programs . This is especially true of the external 
programs . Employees have attended the Harvard Advanced Management 
Program, the Industrial College of the Armed. Forcee, Industrial War 
College lectures, and various Civil Service Commission courses. In 
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fiscal year 1967 tuition was paid for two employees to attend ADP 
courses and for three to attend accounting courses — all at the college 
level. The Office of Finance was the pilot component for office-vide 
study of the Managerial Grid. 

14. Review of records reveals participation by Finance careerists 
in the following internal training courses that are not specifically 
oriented toward finance work: 

a. Mid-Career Executive Development Course: 14 have 
attended since 1963 . 

b . Support Services Review (Trends and Highlights Course): 

34 have attended since December 1966. 

e. ADP Orientation: four in fiscal year 1967 . 

d. Senior Management Seminar: two in fiscal year 1967* 

e. Introduction to Intelligence and Introduction to 
Communism: 12 new professional employees have completed both 
courses . 

f . Clerical: a number of employees have attended short- 
hand and typing classes to improve their clerical skills and 
have taken the shorthand and typing qualifications testa. 

15. The Office of Training offers a three-weeks' course, Field 
Finance and Logistics, for finance careerists and for other employees 
who are to be assigned as operations support assistants and be required 
to maintain budgetary, financial, and property records at Class B 02 * C/ 
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Type H or III stations. ' There are a v ariety of other course s 
designed for eaployees who are to he assigned overseas in support 
Of operational activities . The Office of Finance has its own or- the- 
iob training pr ogram for ne w emp loyee s , GS-7 and above. This train- 

— * . ' i rtr.aJfcotffcwwla -^ T w.tr-tr' p- v iHrov'** - ■* ■*•■ * 

ing lasts for 19 weeks, with seven weeks spent in the Accounts 

“‘V im, i rrc ‘" T i -i. Il l* i ii 111 II WtfWWWW^ #o« l ^ ; ^«w^«swav. »ie- . ..«» ( . MW***' ■♦***■ 

Division, four weeks in the Monetary Division, and eight weeks in 


n swti' . et awaa^ MWlfe-^fc w . . 




the Certification and Liaison Division. 

K ^ _ -•- „,, , „-,„ *afe.r_:a* 

l£. There is not, however, a formal training course specifically 
tailored to prepare an SF careerist for assignment as finance officer 
of a Class A Field Station. The assumption is made that before a 
finance officer is assigned to a Class A Station he will have had 
sufficient experience within the Office of Finance to qualify him 
for the responsibilities of the position. 8 case are sent to the 

to observe the operation of that model 


Class A/Type I station. From our i nterviews it is apparent that many 
of the finance officers themselves see a real need for better organized 

u m inixuimivTiiii^^— a»ir“~“ — ‘^‘* i *~ 4 ~ w ^‘ , ~~trMii i- n w iiwi a > TwaesMiiiiMJilli'llieiii'iT' •rwTi/iiMf‘Wi"ir*'^^'** iW * Migiai * ; * wc * riW;gnl * r;1 ' 1 ^ 1 *' . ^ 

and m ore co mpre hensive training specifically keyed to the functioning 
of a Class A station. Those who moat feel the need are officers who 

■■ ■ irn-a in 1 IM * M 

have advanced through specialisation in narrow fields (budget and 
fiscal work in an operating division is a specific example ) . 

It is recommended that*. Ho. ^ 


The Director of Finance, in consultation with the Director 
of Training, have established, either within the Office of 
Finance or the Office of Training, a scheduled or tutorial 
training course designed specifically to qualify a Finance 
careerist to serve as finance officer of a Class A field station. j 

I 
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17* Wb estimate that about 50 finance eareeriets axe enrolled 

mm * — mrnmMm •mmmrnm mmmtum i rr— rr m*m — lewa^ wee^wwwwMWK’ -**■*.*. -* *>••» 

at their own expense in professional courses outside the Acenc? . Thev 
view this additional schooling as being fox the purpose of increasing 
the level and scope of their professional qualifications . Many of 
these employees with whom we spoke feel that career planning -within 

' ***** -r~- - .<■«»•' SWK»«!Lmw.wi . SL ~ ^ ^ 

the Office ^ recognitlre to the 

initiative shown by the individual in privately acquiring or iaprov- 
lag skills of value to the Agency* This is not a problem that is 


unique to the Office of Finance j we have encountered it elsewhere 


in the Agency. We are not aware of any workable formula by which 
t&e worth of this privately-pursued education can be measured against 
job performance factors. We do feel, though , that it should be taken 
into account in career planning. 


The Age and Grade Structure of the Finance Career Service 

18. A senior officer of another component to which the Office 


of Finance regularly furnishes finance officers remarked to the 


inspection teas that 'the SF Career Service seems to be bankrupt in 
talent in the GS-9 and OS-11 categories.” Although he was speaking 

ta x H# ...i mammmmm* &******>*+• »na« msagars .. jui — wpWi 

of direct observation of finance personnel assigned for service with 
his component, we assumed that the remark was likely a deliberate 


»wf <*0. ■ 'iitniii m iiSMTfc ■ ays: 

overstatement made for effect. We took note of the comment, however, an 


a point we would later attempt to confirm or refute from examination 

- a,p:m- - ;#*■ vltfi -Vi'* •*, * 
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of the structure of the SP Career Service. We find that the state- 

— — - -iMii-iiiirr 1 liiirrtfrfimiitT *.■**»*«»*, ma mwbb Ur , ; - v -■■■ #*****.■ ***« ■ : . 

ment has substantial baslsjLfi fact . 

19. Although the average grade of incumbents of SP Career 


Service positions is identical with the Agency average grade, the 
distribution of grades within the 8F Career Service differs quite 
markedly from that of the Agency as a whole . The cha rt on the 


re compares a segment of the grade distribution of SF 
careerists with the same segment of the distribution for the entires 


Agency (including Finance). To suppress the fluctuations caused 
by the little -used GS~8 and GS-10 grades, we combined grades 8 with 
9, 10 with 11, 12 with 13, and lU with 15. As can be seen, both 
curve* peak at GS-12/13, but Finance has a decidedly larger per- 


centage of its professional employees at the G3-12/13 level and a 


somewhat smaller percentage of its professionals in grades 8 through 
11 than does the Agency as a whole. What t his amount s to i s tha t 
Finance, in comparison with the rest of the Agency, has a "surplus 
of GS-12's and -13 *b to replace and a "deficit" of GS-9’s and -11 'a 
being bro ught a long. ^ 

20. Mere numbers do not tell the whole story, however. The 
chart on the following page plots average age by grade for the SF 


Career Service, for the Support Services, and for the gency. The 
average age of SF careerists in each grade is higher than the 
averages for either the Support Services or the Agency as a who le. 
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What is more significant is that the disparity is most marked in 
grades 7 through 10. The average age of those in grades IS and 1 3 
is 45.9 years; the ave rage of those in gr ades 9 through 11 is 42.2 

— - “-i ii ni l f i 1 it— L ' ' i wU'WII 1 1 1 K 1,1 *msm****"*mm ss-i "T l i m r fir r 1 1 i i lP'Hn 1 1 « > m -**■ ■ 

years. Thus, not only is there a relative deficit in number of 



will be approaching the retirement zone closely on the heels of 

* nr— ", - -- - -fn— ck & <*rj ***" ri 1 - - ■ - ■***■ -.ifei-te* 


the mass of 03-12* s and -13's. 




1 ■ 


Retirement 


21. The chart following page 23 reveals that the average age 
of Finance careerists at each grade level is higher than the 
averages for the Agency aa a whole. The difference can be por- 
trayed in another way: by age groups rather than by grade groups . 
The chart on the facing page coheres distributions by age groups 
for three categories of personnel, OS-7 and above: Finance Career 

IMMNMNMBMaMMmHMHMMHMHMWM WW * 'I 11 * i— w wmm *m wmh ' . i' I 'W’ ' «" J » — " 'W* - • ■*•"■**'!«* 


Service, Support Servic es ^ an d entire Agency. 


The graph shows that 


the Finance Career Service has a much older population than either 


the Support Services or the Agency . The intact of this older 

— n 11 nun . m a , amw ipaewn • asm emnm imnrm 1, 

average age on retirement expectations is revealed in the follov 
lng tabulation: 
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SF Career Service Grade Authorization 

CIA Retirement Participants 

Eligible for retirement now 

Fifty years old but do not yet meet service 
requirements 

Will be 50 years old within the next five years 
Sub-total 

CSC Retirement Participants 

Will be expected to retire within the next 
five years 

Will be eligible to retire within the next 
five years (55/30) 

Sub-total 

Total 

These figures show that almost precisely one-quarter of the present 


Finance work force either w: 


cted to retire or will became 


eligible for optional retirement^ within the next five years . We do 
not know how many of those employees becoming eligible for retire- 
ment will choose to retire at the earliest age they may without 
reduction in earned annuity. Neither does the Office of Finance. 

22. Prospective retirements in the Office of Finance should be 








a matter of real and immediate concern to Office management . We 

^ -.. p . im m ■»? • • ! » 1 .■ tfgg ja a gree*— *#m>**r-*& mt* ’&•&:****,* ■s»* , ' ri » ■ ; •» — . - 

believe that the Director of Finance should begin now to aseemb le 


wwft - gawwy - m 
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and to maintain on a continuing basis data on the retirement plans 

safe • ..y, ij ^„ „ . 
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Of all £F careerists la or nearing the stone of retirement eligibility. 

^ w ^ j- 9 yU , ... j. tn-'- Tf * ^ ~ wwewf* *•*-**. 

It should be made clear that the data is being assembled solely for 


purposes of orderly planning and not as a means of exerting pressure 
on personnel to retire earlier then specified in Agency regulations. 


It Is recommended that : 5 

She Director of Finance assemble initially and maintain 
on a continuing basis information on the retirement expecta- 
tions of all Finance careerists who are in or are nearing 
the tone Of eligibility for optional retirement, making it 
clear to the eaployees concerned that the information Is 
needed for orderly personnel planning and not as a means of 
exer ting pressure upon employees to retire earlier than 
ejected under existing Agency policy. 


Unfilled Positions, Casuals, and Transients 

23 « The doubts we have aa to the ab ility of the_ Di rector o f 
F inance to fill upcoming vaca ncies a rise in considerable part from 
data on cur rent staffing that we assembled d u ring the course of 
this surrey . We find a disturbingly large number of superv isory 
position* either vacant or filled by persons who are o nly acting. 
We also noted that a rather large number of posi tio ns were^ filted 
■with "casua ls" or "transients . " 

a. The Compensation and Tax Division lias been headed by 
an acting chief since November i 960 . The regular chief has 
beta serving as acting chief of support for the office. 


b. The Accounts Division had only | | on duty against a 
total of positions . 
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(x) Three Of the four positions in the Analysis mid 
Beporta Branch were vacant, 

(2) Two of the six positions in the Property Account- 
ing Branch were vacant. 

e. The Certification and Liaison Division was 21 percent 
understrength, 

(l) The position of Deputy Division Chief was vacant . 



(M The position of Chief, 

Section was vacant. 

(5) The Field Station Support Branch had only ten on 
duty against 18 positions. The deputy waa acting as branch 
chief . 

d. Personnel from other sections of the Accounts Division 
were detailed to assist in the work of the Analysis and Reports 
Branch (which had an on-duty strength of one officer against a 
T/O of four). 

e. The Certification and Liaison Division has traditionally 
borne much of the brunt of vacancies created by rotation of per- 
sonnel to and from the field. We found a nuciber of "casualo" 
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working at Jobs with responsibilities far below those no rmal for 
their grades. 

Position Reclassification 

2k, The Director of Finance maintains that a number of the 
positions to which 3F careerists are assigned carry grades that are 
too low for the responsibilities of the incumbents. He attributes 
many of his problems of personnel management to what he sees aa an 
inequitable grade structure. There was a major reclassification of 
SF positions approximately two years ago. but the Director of 
Finance believes its effect wa s to create an imbala nce between the 
grades of finance slots at headquarters and those in the field. 

The Deputy Director of Finance submitted a memorandum to the Office 
of Personnel on 26 May 196? requesting the reclassification of some 
[ positions, the majority of which are at overseas stations. 

£ 5* We met w ith the Chie f, Position Mana gement and Compensation 
Division, Office of Personnel, and with key clas sificat ion spe cialists 
to discuss their reactions to Finance’s olea. It is evident that 
there is a fund amental dia agr eem ent betwee n th e Offi ces of. Personnel 
and of Finance, and there appears to be little prospect of their 

■■■ - i n . — >■ i nr «■**»* -■•■■■ • *■*»•-**«-- 

vorking out their differences. 

•nil ■■ — i mmWMWSIiiiimmWMMMUmlSUM— — M— 11 

26. We do not consider ourselves qualified on the basis of 
our limited exposure to the problem to pass Judgment on the merits 
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of any of the arguments. We did observe a few instances of what 
appear to us to he anomalies in the Finance grade structure. 

a. The new professional Finance employee begins his on- 
the-job training program in the Voucher Review Section 
(Accounting Control Branch, Accounts Division). The section 
finds it difficult to retain permanent employees because Of 
the nature of the work, which requires accuracy and attention 
to detail hut offers little variety. In our view, some of 
the positions are unrealistically classified. The work is 

r | f iiMiTiim i bj. Brummu - iinn jhmu.l. " — •— -*-—•«>» «n«re w ': ■»-* 

essenti al ly clerica l, and th e present ^rade struc ture res ults 
in the assignment of overly qualified personnel who soon become 

— 1 I ml Ml mi mini I II ***m*»Mmfmm ■pi whihhhhmw t ^-***^"**^~ --;*■***- ^ 

bored and dissatisfied. 

i.ib niiiiiwiiimirmwrw -y 

b. Within the Compensation and Tax Division, the normal 
progression of personnel is from the Vouchered Payroll Brandi 
to the Confidential Funds Staff Employee Payroll Branch. The 
duties of the payroll clerk in the latter branch are appreci- 
ably more complicated than they are in the former; yet, payroll 
clerk positions in both branches axe established at the 06-5 
level . The Director of Finance has requested that the b asic 
grade of payroll clerk in the Confidential Fuads Staf f 
Employee Payroll Branch be raised to 03-6. It appears to us 
that a case can be mad e for reclassifi c atio n. 
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c . Chtet of Support for the Office of Finance Is este b - 
^llshgd AR a gaaiL position. If tfaft P4rsc^ M I lnaace concurs 
in our late r recommendation that the Chief of Support fee 
assigned broader responsibilities and authorities in fonnulat- 

acg vv-gifca aKm,**Mua*SK*t: * **!& + < *!*> ■ y atM > ., T - * *** 


ing and carrying out administrative and personnel policie s for 

*»■« i " ,,ill> » s***" |i *** | " | w» | w mmm — we— www *wni' — w— —»*"*' - 1 *"" 1 

the Office, then ve think It appropriate to raise the grade of 

w— ■ " — — m 9. — .» tf MKMINnli »«•* 

the position to GS-15* 

in 1 1 mm -nwiM* * m i iiii J " , '‘ w ' aT *- 

The examples cited above should not be construed as being in support 
of or in dissent from Finance’s plea for broad reclassification. 

They are drawn from observation of the functioning of the Office 
as a whole and are offered merely as a contribution to deliberations 
now under way. Although we thought it better not to involve our- 
selves deeply in a problem that is already receiving attention, we 
do think it appropriate for us to concern ourselves with finding 
some sort of solution with a minimum of delay. ^Actio ns to seek 
solutions to too many problems of personne l managem ent of the SF 


Career Service are being held in abey ance pending deci sion on 
revision of the grade struct ure . From our conversations with those 
involved, it appears to us that the Director of Personnel and the 
Direct or of Finance have rea ched impasse. We see no solution short 
of referring the disagreement to the Deputy Director for Suppo rt for 

resolution. 

- - 
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It 18 recommended that: ^ './ 

~~ ~ f / 

The Deputy Director for Support require to he sub- tj 
mltted to him for review of and decision between the 
proposal of the Director of Finance for reclassification // 
of certain positions In the Finance Career Service and 
the objections of the Director of Personnel to that 
proposal. 



Rotation 

27. We have earlier shown the allocation of the positions 

of the Finance Career Service Grade Authorization. It is repeated 
here , because ve wish to die cues certain of the implications of that 
allocation. 


TMp breakdown reveals that the Finance Career Service is responsi- 
ble for providing Finance careerists for positions outside of 
the Office of Finance, and that | | of those external positions a re 
at overseas stations. 

26. We made quite extensive inquiries among using components 
regarding their experiences with finance specialists assigned to 
finance positions outside of the Office of Finance, 3o»e felt t)iat 
the Office of Finance did not screen its candidates carefully enough 
and that the using conponent had to be vary of the nominee who might 
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lack the qualifications for the job or who might be unsuitable in 
some other way- In general, though, the "customers" spoke well of 
the performance of Finance personnel offered to and accepted by them. 


2 9, The criticisms we encountered o f the staffi ng of external 
finance positions (an d they were frequent and strongly voic ed ) 
centered on the operation of t he rotational s ch eme by the Office yf 
Finance . The thrust of these criticisms was to the effect that the 
finance officer is transferred just about the time he has _really 
learned the Job, that the tremsfe r la often on ve ry ahort not lee, 
acid that the replacement is slow in arrivi ng. The cases that we 
were able t o i dent ify and run down p roved to be insta nces of having 
to fill unex pec ted vacancies on short notice. It seemed, though, 
that an inordinately large number of the "customers" with whom we 
spoke have experienced disruptions of their support apparatuses as 
a consequence of Financed "emergency” shifts of Finance personnel. 

30* We encountered a variation on this c r iticis m in our in ter- 
views of Finance careerists. A good many of them feel that they 

— * — 1 imi llama 1 1 Mm ■■ tbut 1.1 .1: hi -1 — ■ ,y-. a : a w — » w'***r* m T* m t : ir w» » i s e»w rv£f 


know too little about p lanning for rotational assignme n t s involving 
them, particularly as regards transfer overseas, and that the little 

■■ l “® “* , . .TO, 

they know is learned too late In the planning cycle. We ausnect 
that the bulk of these criticisms came from officers who had been 


personally Inconvenienced by s hort-no tice transfers occasioned by 

~ a m „ ji^imiii mu w inrft * i mrm «m in it—twmwiw rrrirritr -“‘‘•“•“iTrmiunnr t (as**^^*®*^^*!****-^***' ■WwHt, n^. ^<1*11 ets-jaies .•**!*. 

emergency personnel requirements, but, again, the preval ence of the 
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criticisms suggests eith er a weaknes s In the management of the 
rotational scheme or a deficiency In congaunlcation between thos e 
doing the career planning and those affected by it. 

31- Slightly more than one-sixth of the Finance Career Service 
positions to be filled are at overseas stations. Of the 
employees assigned to the Office of Finance itself, it is estimated 

*.rr — r — — ii^-- — i- ■ - ijn-w i-TiitrTi -- «*».• v 

that 64 percent are not avai l able for overseas service . Within 
the entire SF Career Service, about one -half are not rotatable to 
overseas positions . The individual may be unavailable for rotation 
for any of several reasons, including medical hold, personal cir- 
cumstances, age or grade factors, lack of qualifications, or 
specialization in a field that has no overseas application. The 
percentages given above need some qualification. They do not 
differentiate between professionals and clericals. The positions 
outside of the Office of Finance are preponderantly professional! 

i 1 M ||| i n i -i -. yn - I TIT ■ — 1 .-M» i HUMmnl MUb 

hence, a clerical in the Office of Finance would not be eligible 

. . . tiiun. — 11 — r ~ri 'll — rtr 

n— ‘"-Tin — mi ameanMX— Me. - — - — m-rnttMi* •**,$&•* 1 1 *' ■ 

for rotation to most of them. In fact, the distinction between 

- - a — t&mmsm - m - - mm **• 

clerical and professional cannot always be made, because the 
employee who may one day be considered a professional may progress 
through a series of assignments in positions that are categorized 
as clerical. 

32. Although toe figures are not susceptible to preci se^ 
interpretation, they do reveal quite clearly that the Finance 
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Career Service Is hampered by having to plan and to opera te a 
rotational mechanism that ca n draw from only a portion of the 
Career Service Authorization . It appears to us that the rota- 
tional base, although appreciably scalier than the Career Service 
Authorisation, la large enough to support an orderly scheme of 
rotation. We are at somewhat of a loss in trying to discover why 
it does not work hotter than it does . It is likely that idle 
iiqparfections ar e^.t^c.. Jit .A ..ssa fejastio n of circumstanc es. 

a* Hot al l of the disruptions are attributable to the 

■— — — — — — — iimti i 'B n Jgi ’ -crrm-iin — , , , , , ^ . ww i nv r sii ' i -,. rv ._ ^ 

urgencies of Vietnam ©r Africa, although ms t arise from over- 
seas needs. 

b. Becauae a large number of Finan ce personnel c annot 
(or at least do not) ser ve ove rseas. Finance operates not 
one rotational mechanism but a series of independent, closed- 
cycle systems among which there is limited interchangeability. 
For example , the man destined for overseas assignment Ideally 
should first serve in the headquarters element of the parent 
Operating Division to familiarize himself with the finance 
operations of that division. This is not often done. In our 
last survey of an Operating division we found that none of 

its headquarters F inanc e per sonnel was rotatable to any of its 
over seas s tat ions . 

c. The reluctance of Finance careerists to accept over- 
seas assignments because of the effect such assignments have 
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on promotion prospects (a subject of which we have spoken 
earlier ) further shrinks aa already limited rotational base. 

d. The tendency toward specialization within the Office 
further erodes the rotational base by creating a body of 
experts much in demand for technical Finance jobs but who 
do not develop the broader skills required of the field 
finance officer to whom the chief of station stay look for 
advice on any of his finance problems . 

33. The list of contributing factors could be extended, but 
it would only recapitulate much of what ve have already said about 
the consequences of the managerial style of the Office of Finance. 
The lack of flexibility in the management of the Career Service, 

.. M ..«**» M f . ' ****■*• ■ v . ..-wtrm* *«•** t ****** .*• t* 

which is manifested in many ways, is perhaps most not ice able in the 
administration of the rotational mechanism. The crash requirement, 
which will always be with us, disrupts the rotational pattern, and 
Finance does not have the organizational or manipulative resilience 
needed to bring it smoothly back into shape. 

3h, An additional complication is the loss of productivity 
from the man at each end of his rotational assignment away froi; the 
Office of Finance. This loss of working time further aggravates the 
problems of the 3F Career Service in providing personnel from s. 
relatively small base of qualified and rotatable employees. It is 


- 35 - 
SECRET 

Approved For Release 2003/04/29 : CIA-RDP84-00780R0021 001 70026-5 



Approved For Release 2003/04/29 : CIA-RDP84-00780R0021 001 70026-5 


SECRET 


not a problem unique to Finance, however. Other components suffer 
similarly, and in most cases the loss of working time must be 


absorbed by headquarters . 

35. The prospects for the near future are that management of 
the rotational pattern will be even more difficult than it^ is J3pw . 

, f i m r M&uw* '***• *~'* aW ** -•***■■■ 1 

Faced with a cut in his personnel celling, the Director ;j rfjgggp ge 
hag chosen to abolish his Development Compleme nt rather than to eut 
pos itions from his Staffing Complement . The^ consequyee of thi s 

decision would appear of 

bility in personnel planning . The concept of the JDe ve lopiaen t 
Complement derives from recog niti on t hat the Staffing 0®B|lement, 
because of its relatively fixed co^s Uion, cannot easily acc^- 
date a work force that is heavily transient. A Development Ccmsplcment 
is not a substitute for long-range planning of personnel assignments, 


but it does provide a way of moving personnel laterally without a 
perpetual re juggling of position assignments. We do not say th at 
it is Impossible to manage rotation of personnel without a Development 
Complement, but we view the Development Complement as something 
^appreciably more than an administrative convenience. Without ^it, 
personnel planning in Finance seems destined to become even more 
a creature of the T/O than it now is. 

36. We see as one of the major problems facing the Director of 
Finance the need to create a work force with a competition such that 
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It can meet the varying needs of the present and, as a corollar y, 

buUd ***** ■“gy* ° f 

the Career Service. The Career Service is new populated with an 

^ ja** \«MbS 

unduly large number of persons with narrow skills of limited 
utility, and the trend in the Service appears to be toward perpetua- 
tion of that pattern. Change will not come easil y or quickly nor, 

— — * 888 ' 1 ri iminiME— M— fcfch tu urnaiaw • rrrmiiV-Wwirm 1 M- mi it h . .1- n..,. t - .^ w , 

ve sight add, of its ow n volition. What is required is a deliberate 
and a diligently-pursued effort to recast the Finance Career Service 
mold so a© to attract personnel with potential for growth and to 
furnish them the incentive and the opportunity to develop their 
native talents. Only in this way can the rotational base be 
expanded sufficiently to permit the Director of Finance to meet 
any reasonable need that may be levied upon him. 

It is recommended that : No. 

The Director of Finance prepare and submit to the 
Deputy Director for Support for approval a phased program 
for broadening the rotational base of the Finance Career 
Service over the next five years, for providing flexi- 
bility to meet contingency requirements , and for ensuring 
orderly planning and control of the rotational cycle. 

We think it appropriate to add the additional comment that it may- 
be possible to devise and to administer such a program in the 
absence of a Development Complement, but if that mechanism is 
abolished, some other means of providing flexibility must be found 
as a substitute. 
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He -evaluations of Custodians of Fuads 

37 , Since July 1964 -whenever an officer is selected for 
designation as principal custodian of funds at a Class A station 
or in the Monetary Division of the Office of finance he is 
re-evaluated as to his suitability for such responsibility. The 
Offices of Security, Medical Services, and Personnel jointly 
conduct these re-evaluations and records of the results are Main- 
tained in the Special Activities Staff of the Office of Personnel. 

38 . The bulk of our installations abroad are not designated 
as Class A stations. At the Class B and Class C stations the chief 
of station is the official custodian of funds, hut he rarely is 
the person who is physically in charge of the funds, vho disburses 
then, and vho Maintains the .station's financial records . This 
usually falls to the lot of the administrative officer, the admin- 
istrative assistant, or a secretary. The station's administrative 
officer, if it has one, may be a Support Service® careeristj but 
usually the finance job at the smaller station is handled by a 
Clandestine Services careerist. Nominations of these personnel 
for overseas assignment are reviewed by the Overseas Candidate 
Review Panel, the composition of which is essentially the same as 
the panel that rc -evaluates personnel for assignments as custodians 
of funds at Class A stations. The Overseas Panel, however, in 
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evaluating Information relating to suitability for overseas assign* 
aent, ordinarily does not know that the candidate will have responsi- 
bility for handling funds— except as the livelihood that the 
individual will have that duty may be inferred from the Job title . 

39. We believe that offices nominating employees for overseas 
assignment should be required to identify to the Overseas Candidate 
Review Panel those whose duties will include functioning as « station 
finance officer. Available information, which might not support- a 
recommendation against overseas assignment, might well be evaluated 
as indicating the undesirability of charging the individual with 
control of funds. Further, ve often find in our inspections of 
overseas stations that the person who handles finance in addition 
to other duties is poorly qualified for the finance aspect of the 
Job, either by experience or by training— especially the latter. We 
believe that a determination that the candidate either had already 
received adequate finance training or was scheduled for it is within 
the charter of the Overseas Candidate Review Panel. 


It is recommended that : 

3he Deputy Director for Support instruct the Director j 
of Personnel to explore with the Deputy Director for Plant 
the f eas ibility of establishing, within the existing frame- r 
work of the Overseas Candidate Review Panel, a mechanism far | | 
re-evaluating the suitability of personnel nominated for j j 
assignment to duty as finance officer at a Class B or Clans •? 
C station— to include a determination that the candidate is h 
or will be properly trolned in finance procedures. if 
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The Bole of the Support Staff in Personnel Management 

kO. The Support Staff of the Office of Finance has a T/O of 
positions. | (sf the slots are allocated to the Registry 

(compose what we would term the actual 

are designated 


Unit, and the other 
support element of the office, 
as clerical positions. Of the 


professional positions, ve 


found only two filled by per manent assignments at the time of our 
inspection, and one of those w as the position of Records Admlnistra- 


tlon Office r. The Support Staff is actually run by the 03-1 3 
administrative officer, an SF caree rist. She has been in the 

— n : — Will ^ 11 l| in <mi i mu 

position for years, has the shop well organised, and gets the 

taMMMHMMMwaaaMMHKMnMHMWMMaaaMaasaMpawMamwsMMnsaHS — jinn Mini— 1 **— i imwinwi u iff 1 n a see uat wsfc i » 8«..-fw&a^w» «ta^^weaeMe«M(M 

Job done with a minimum of wasted motion. 

2*1. All of the Support Staff positions carry an 3F service 
designation on tbs Position Control Registe r, and a t th e time o f 
_ our inspection all of the ineuafoents were SF careeri sts. The 
position of chief, GS-lU, was temporarily filled (for a period 
of several months) by one of the division chiefs on detail. The 
Support Career Service was to provide an officer for assignment as 
Chief of Support, and we learned while this report was being written 
that the nominee had been accepted and had moved into the Job. 

2*2. This is a quite small support element for an office as 


!*'*.«* !*#**•> v#,- - 5»,***^*e,i '.mwhimmi 


large as Finance, especially in view of the conplexities of 


administering a Career Service in which half of the personnel are 
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on rotational assignments away from the parent office. Although 
comparatively small, the staff is probably large enough (if all 
positions were filled) to carry out the responsibilities given it. 
In most respects the support Job appears bo be handled extremely 

— m * — ** * **** * a— '*• vjw' ww n'i ' m,rT ^ ”***'' 

well. 


^3* We question, though, whether the Support Staff of the 


Offi c e o f Fi nance makes the sort of contribution to planning and 
execution that one finds in most other Agency components. The 

— 1 — m— i» '« ***• *.»*$««**, .wwwww.^ - •- * « 

support element must be an instrument of command, but it also 

_ < Bit ' --T 1|f .#»«*» . , . . „ 


jshoulA have the edacity to influence command decisions by infusing 
ideas drawn from knowledge of or experience with other ways of 

H u" rt m w wnmnhmw **■ 

doing things elsewhere in the Agency. The Director of Finance hae 


stated that he wants to upgrade the role of his S upp o r t Staff. 

We think it is worth a try. 

hh. We also believe that the Director of Finance should carry 
the revamping of hi® Support Staff one step further by establishing 

T - - *^“*Psf***«^*. m**#***^ . **.*••»**.■ - • --..jr ■*■**'--* - 

a position for a personnel officer and by having an experienced 

__ ^ inn tw niif^ ni u fi hi- m i l mt --**#*'-* 1 ?**:*** .%»*: - -••» s*- —*vs^ ?. *■ ■*>. ,. - . ^ Com iX 

personnel specialist assigned to it. The complexities of administer- 




ing the quite large and rotating Finance Career Service amply justify 

* r **^i^— ^ >— m— — i m—m mm — ■ — mmmmmm » w i mmm iww * 1 ' 1 __ , r» i h rJBI -•- -• ■ •**»* 

the assignment of a full-time personnel officer. 
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It Is recosgsended that ; Ho . 9 

The Director of Finance: 

a. Assign to his Chief of Support responsibility, 
s\&Ject to review and concurrence by the Deputy Director 
of Finance, for planning and administering the rota- 
tional program of the Finance Career Service and for 
supervising those other aspects of personnel manage- 
ment that are caaaonly delegated to a chief of support. 

b. Establish the position of Personnel Officer 
within the Office of Finance. 

c. Request the Director of Personnel to furnish 

a personnel specialist to fill the position. f 


- to- 
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RKCOHDf; MANAGEMENT 

1 . The Office of Finance is the repository for the Agency's 
financial records. The accumulation of th ese re cords over a period 
of several years has created file holdings of almost unmanageable 

III will — KM txwaom i w * * 1 ‘ 1 1 -1 1 jJW t .1 *?,; * ,■ • HM-'PJMg 

else. The resulting records management problem is of serious 
concern to the Office of Finance, hut it is a problem that is not 
Finance's to solve. 

2 . Government financial records may be destroyed only upon 
authorisation by the General Accounting Office (GAO), and such 
destruction authorization is given only after GAO has audited the 
records. For years prior to i960. Finance had a destruction plan 
that permitted the scheduled destruction of records that were no 
longer required for current operations. The last GAO audit was 
made in I960? hence, there in no authorization to destroy records 
that have accumulated since i960, 

3. The General Counsel is working with the newly -appointed 
Comptroller General to develop a destruction plan and is hopeful 
that, with the assistance of the Chairmen of our Congressional 
Cossaittees, an approved schedule of destruction can be established. 
Until that is done. Finance lias no alternative but to live with its 
unwieldy mass of records holdings. 


* 1*3 “ 
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FINANCIAL TRANSACTIONS - FRDCE88ING AMD RECORDS 

1. In our last survey of an Operating Division of the 
Clandestine Services, ve observed certain anomalies during our 
inspections of its field stations that led us to believe there 
was need for streamlining the Agency ' a mechanisms for financial 
administration. At one station, for example, which had a full- 

- - - in mm - mmmmm - - --nnw., mum mi — - ^* r * * 

time financ e officer with clerical assistance and averaged only 
five or six vouchers per day, it took an aud i t to di scover that 
the accounts were $50 short. At another station with two full- 

V'**™-**,- ■ei-iijp '*■»».« uu JMIMWa I'jy *"-W‘ ! , ”"" 1 ** H * 

time finance officers, the auditor reported that overall controls 
at the stations were generally adequate, but he then went on to 
make IT recommendations for correcting 21 identified failures to 

^^»^i«i « ii w iii' SWMM l wr a te MW W BS— M WH py ■ , j . ■■ .. • «» ■*•.•> ■ r .-**.*r*'<>* 

comply with established financial procedures . Our eonc^psion w aa 
that some tiling is wrong with the system or with the people admiaia- 

- i — ^ M ^ eh ** M ^^~“ x ‘^'*^“-rinir rr~rn-n-Tnn mrn isw t rr imiiii.ii. iirnmn mm -men — rn f-tOfivM&fc#- ra»^ ,f n # 

taring it. 

2. We examined the procedural aspects of financial operations 
at headquarters in this survey to see if the previous ly-observed 
complexities were unique to field financial operations or whether 
they were a reflection of the operation as a whole. The procedures 
we find in use at headquarters are essentially as follows: 

Authorization 

The transaction (travel, purchase, operation, or other) 
must be authorized- -either orally or in writing. If in 

- U - 
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writing, as is usually the case, the authorization oust ha 
typed in multiple copies, signed, logged, retention copies 
filed, and the reminder routed. 

Advance 

If an advance of funds is authorized, that authorization 
must go through the same steps. 

Oh ligation 

An essential accounting step is the establishment 
of an obligation on the records of the component to which 
the transaction is to be charged. 

Performance 

The authorized transaction is performed and often requires 
the keeping of detailed records to support the claim for pay- 
ment . 

Claim 

The person performing the transaction submits his claim 
for payment in writing. Again this must be typed, signed, 
logged, filed in part, and routed— again in multiple copies. 
Approval 

The claim for payment must be approved, often by the 
officer authorizing the transaction, and again requiring 
signature . 


- - 

SECRET 


Approved For Release 2003/04/29 : CIA-RDP84-00780R0021 001 70026-5 



Approved For Release 2003/04/29 : CIA-RDP84-00780R0021 001 70026-5 


SECRET 


Review 

The claim 1» then reviewed by an auditor, either in the 
Office of Finance or in a component to which reviewing 
authority has been delegated* Review involves checking the 
claim against the original authorisation for the trans- 
action. If purchase of goods or services is the basis of 
the claim, a check must be made to insure that they have 
been received as ordered. Another signature is required. 
Certification 

The claim is then certified for payment by a certifying 
officer, involving another signature and more logging, filing, 
and routing. 

Payment 

The papers then go to Monetary Division or to one of ita 
disbursing officers fear payment. If the claim is paid by 
check or if a bank deposit is required, there is additional 
typing, signing, logging, filing, and routing required. 

Review 

The voucher then goes to the Accounts Division where it 
is reviewed for accuracy and completeness . 

Recording 

The payment la then recorded in the general ledger accounts. 
It may be broken down among several accounts and find its way 

- U6 - 
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Into a number of cost centers and into reports of various kinds 
under the system of processing now followed. 

Filing 

Record copies of documents related to the transaction ere 
filed in the Office of Finance Registry. 

Post Audit 

Records nay he post audited "by the Audit Staff, depending 
upon the type of audit being conducted. 

Storage 

Records ultimately go 

where they are stored and guarded for up to 12 years. In hoe* 
cases they may he retained even longer. 

Destruction 

Records are finally destroyed under appropriate authoriza- 
tions . Records of destruction are typed, signed, logged, and 
filed. 

If in the course of these approvals, reviews, audits, etc. an error 
is found or an element in a transaction is questioned, the papers 
are returned to the proper point in the sequence for revision and 
for repeat routing through the balance of the chain. Frequently 
these questioned transactions can be clarified only by the writing 
of memorandums, telephone calls, or holding meetings. We have no 


- 1*7 - 
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good figures on the volume of such defective transect lona hut we 
were given estimates ranging from a low of 10 percent to a high of 
20 percent. 

3. The Chief of Finance’s Accounts Division reports that his 
division processed 94,200 vo uchers in FT *66. A voucher may repre- 
sent a single transaction or it say cover dozens of accounting# of 
a Class A field station. An average of two claims to a voucher is 






probably a reasonable estimate. At an average of $25 per claim in 




processing costs, which is also probably a reasonable estimate, ve 


_ _ i iiwiwTiiiriri * 1 rimv hi 


■ 


are speaking in terms of something like $4.7 alllion as the^ annual 

T f T** ■* -'Art'’*? ^ ..**»«»' "* 

cost of doing the paperwork involved in paying the claims processed 


Krteasaaeo^-^sastv# f-Tvs-m ■- » : 


i, «- .. 


through the Office of Finance. 


4. This seem to us a very high premium to pay for insurance 

^p^nwm wwimr a— aaaaea m aa— i ** m * •■-'•«- •«*=**** ?■ 

of the i ntegr ity of claims processing . If the estimates on per- 
cent age of error are close to actual experience factors, then it 
would seem that we have a mechanism too complex for operation by 


- ... - •*** •» 


those engaged in administering it. It ma y be that the system can- 
not be simplified- -that the checks and balances are essential to 


detect and to aliminate error. It is our distinct impression, how- 


ever, that the mechanism is error-prone in part because of its sheer 

wNfc rtawfc t, ;;. z*n**rsr ~ ' ' 


unwieldinees . The Study of the Procurement Systems of the Central 
Intell igence Agency, which was made by a firm of specialists under 
Agency guidance, made numerous recommendations for Improved efficiency 
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of procurement operations . We believe that a si m ila r study by a 
group of comparable specialists of financial paper processing and 
record keeping would be well worth the cost of the study . 


It la recommended that : Ro- 10 

The Deputy Director for Support hire on a one-time 
contract basis a systems expert or experts qualified to / ! 
make a time, motion, and ey a tees -iaproveraent study on 
the processing of financial transactions and the keeping f 
of financial records within the Agency. f 
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departure , the Director of Finance should consider combining func- 
tions that are now distributed among small, difficult-to-keep- 
staffed units. The reconstitution of the Financial Analysis Staff 
with responsibility for both analysis and liaison seems to us a 
good v«y of accomplishing this. 


It is recommended that ; No . 11 

The Director of Finance re-establish the former 
Financial Analysis Staff of the Office of the Comptroller 
by merging the various analytical operations now being 
performed in the Office of Finance, combining them with 
the liaison function, and charging the Financial Analysis 
Staff with responsibility for devising and pursuing an ef- ' 
feciive financial analysis program. 
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INDUSTRIAL CONTRACT AUDIT 


1 , 53 a.e purposes of Industrial contract audit are to assure 

that a contractor Is financially responsible and able to perform 
the work; that his accounting system and records are adequate; 
and that his charges to the Agency are fair, reasonable, and in 
accordance with government procurement regulations. The principal 
user of the services of Finance’s Industrial Contract Audit Division 


(ICAD) is the Procurement Division of the Office of logistics. 


2. The Study of the Procurement Systems of the Central 
Intelligence Agency concluded that I CAD’s au dit go.ggd«C«L-K5 
generally sound; however, th e repo rt re com mended that an indus- 
trial engineer be assigned to ICAD to Insure "proper cost analyses" 

^ | - j|~ 1 " i , | --T-T f »*-«>— ■'" H im -*<>*>• --->•-»» «• -t» 

especially of hours of labor and of material costs. The report 
also noted that contracting officers c ould ov errid e ICAD's recom- 
mendations "without proper sign off" and that ICAD was "experlenc- 
jng unnecessary misunderstandings with some contractors concerning 
it s authority to perform pat audi ts pf Firm Fixed Price contracts. 

3. At the time of this survey of the Office of Finance, we 
found ICAD preparing to Impl ement th crecomaendation that a team 
approach be used in negotiating contracts --consisting of a tech- 



Of the using .co a qpo ne nt, a 


from the Office of Logistics, and an auditor from ICAD. 


officer 


To this 
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end, XCAD proposes to .M g&BL " tQ one or mor ®. 

UD/S&T components, to t he Tecb^^ SerylceB jlvieiott 
Clandestine Ser vice a,, to., thf j^Stogra^ ic lnterjxne tatlon 

**i,V «!'. 'iiti.lt niwuri '* ■ 

Canter, and to the Of flee of Ccanpu nicfttipne. misjBeeaw to us & 
oound approach although ve recognise that a number of problems 
jremin to he *c**e4 art 

operation, 
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PROCESSING OF TRAVEL CLAIMS 


X. We examined the problems of processing travel dais® 


quite closely. The Inspector General, over the years, has been 
the recipient of a number of carqplainta or of appeals of settle- 
ment of claims, which upon Investigation appeared to have arisen 
from defects or ambiguities In interpretation of travel entitle™ 
meats* Our concern was Intensified when we discovered the costs 
of processing routine claims and the sometimes phenomenal costs 
of settling those that deviate from the ordinary. We found, to 
our regret, that this subject is far^to o broad to be d e alt with # 
adequately in the framework of an inspection of the Of fice of 
Finance. Accordingly, we will limit ourselves here to a ventila- 


tion of s case of the problems that are in need of attention and 
to proposing the creation of a mechanism to examine them in min ute 

• — "“T iir mm ninisfrirr * »■ &■ 'm ■<"** >****»&* ww '^wraiMi »: m* i 

detail and to arrive at workable solutions . 

^ ii ammmmm mmmrnimmmmmm. ' 111 

2. A staff study made by the Office of Finance in 19&2 con- 
cluded that some, although not all, of the processing of travel 
claims could be handled centrally with a net gain in efficiency. 

The result was the establishment in 196^ of the Central Travel 
Branch of Finance’s Certification and Liaison Dl vision. Central 
Travel Branch currently provides advice and assistance to travelers 
returning from overseas; assists in finding answers to difficult 
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questions relating to preparation of travel claim j audita ana 
certifies vouchers relating to travel, transportation, and storage 
of effects} handles and accounts for government travel request 
form} processes carrier hillings} and handles a number of other 
natters relating to travel. During the 12 -mo nth period endin g 
31 March 19&7> Central Travel processed over 3 0*000 tr ansact ion-" 
Of •which about 20,750 'were claim for travel, transportation, and 

t [H |t , . — n L Mrf wenwnairnimWiTini * 

storage of effects. 


3. Central Travel Branch processes only part of the travel 


*• ^hP®*#*®**®*#^* 




claims generated, -within the Agency. We were unable to find any 

m mm in in -in IS: *3&it *** f . «... 

reliable statistics on the total number of claims handled by the 

1 '"h in i |Sl ilil ~nf“ *** «SJ* " * ^w-w aw e m e* w w - ■■■ * 


Agency per year, but we think it likely that Central Travel is 

close in its estimate that there are at least as many handled out- 

side of Central Travel as there are handled by Central Travel. 

— — — 

Likewise, there are probably as many people involved in the pro- 




cessing of travel claims outside of Central Travel Branch as there 




are working in Central Travel — end perhaps a good many more. Tie 




exclusions from Central Travel Branch cognizance include* 

a. Invitee travel is handled by the Central Processing 


Branch of the Office of Personnel. 

i^Btaae 1 aasssMM»s«s*s s*m 


b. QSA handles travel of all of it s pe rsouagl. 

c. Elements of the ClandeBtine Services, both at head- 

«s*w. .. ■ «4.*> .. .Jfc-rtmKHI SM* 3 Wr'. *M| ■ / 




quarters and in the field, process travel claims involving 
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PCS staff travel to the field and all travel of staff agents 
and of non-staff Clandestine Services per sonnel . 

Central Travel Branch estimates that the average cost of administer- 


ing a travel tr ansact i on ^ from preparing the travel order to paying 
a claim, is $25 to $3G--and this is in addition to the amount of the 
claim itself . If the settlement is contested by the traveler, the 




processing costs can mount to hundreds or even thousands of dollars 

^ " 1 "n»ywriW » »i"M» H ft WW* 

on a single claim. Thus, if there are some 1*0,000 transactions e 
year, we are speaking in t erms of processing costs on the order of 
$1 to $1.2 million per year . In the following paragraphs ve 
eanumerate and briefly discuss what we see as the main problem 
areas in travel processing. 

Travel Regulations and Handbooks 

Agency regulations are the basic medium for prescribing 
directives of a continuing naturej they prescribe poli cy, establish 
organization, delegate authority, and assign responsi bilities . 
igSBoy handbooks supplement regulations by pro viding t he detaile d 
procedures necessary to effect Agency policies . The A gency » s 
regulatory Issuance on travel, [seems to fit neither cate- 


gory. It goes far beyond the mere prescription of policy and 
•tops well short of providing detailed guidance on the procedural 
aspects of travel. We once had a true handbook on travel 


25X 


25X 
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concerned with draft- 


hut it was res cinded In 195& . nothing has since appeared to take 

*'*‘^^'Te N wa e iMM BeniTrTnaewawr > ar *> —» < » n n hw wmubhwmit 

its place, and ve can find no 

_ || m rii ii ii i o,ii laimne >n Tf «*• 

ing a revi sion. 

5. Keep ing our regulatory issuances on travel current is diffi- 
cult in the face of frequently -changing government policies on which 




►viCv fet w aL S S 'in* n. -- i s n eit« - -» 


they are baaed. Sven acknowledging this difficulty, our internal 


mechanism for establishing and promulgating policies and procedures 


«.*>/: *-* '.-iKWWW 


on topical subjects such os travel raoves very slowly. For example t 

| m ■ ■— — i mmmmm w nmmtmtmi »» ■ .** ~* *.+.**** 

a. Public Law 39-516, which was approved on 21 July 
1966, amended the Administrative Expenses Act of 19^6 as 
regards travel and transportation expenses of civilian 
officers and employees . 

b. The Director of the Bureau of the Budget, under 
authority delegated to him by the President, issued Circular 
No. A-56 on 12 October 1966 revising regulations then in 
effect. The "applicability” paragraph of the circular 
specifies that these regulations shall not apply to offi- 
cers and employees transferred in accordance with the 
provisions of the Central Intelligence Agency Act of 19^9> 


c. Hie Agency on 15 March 1967 published 


notice that expires on 1 April 1968. The notice states that 
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Includes & list of "special determinations" 


made for applying the provisions of the Circular "pending 


publication of a revision of Fart I of Attachment 3 to 
The Policy and Flamnlag Staff of the Office of Finance is 
responsible for drafting the necessary revision® of the 

an r mmmtmm mmm m mum ~ *. » . .* ■= .. * 


regulations but lsexpcrianclng considerable difficulty in 

Win l if n liff - l iT - '*» ' ^*tWsSWS!sS!apf^R'r9S»- ? 

coordinating and obtaining concurrences of various interested 
components of the Agency on proposed changes. 

We might note that the Inspector General has already received com- 


plaint* of denial of entitlement* that are like ly to b e included in 

m mmm | mmm — irrni ninn, it- m mim*m**m **tm -me n - 

the eventua l reviaion o f the regulation. 

6 . We reviewed a memorandum forwarded from the Chief, Central 


Travel Branch, to the Chief, Policy and Planning Staff, on 11 January 


1967* Its subject was "Proposed Changes to Agency Travel Regulations." 

*« ■— — ^ ,**<&>■ ,>■..»• . ..^jEtt^wi ffn i i . - wiawN nt^ ia ... vi Voli . 

The memorandum was prepared, reportedly at the request of the Peputy 

#>,. m/mt* *«- • * -- 1 ■-* ' rnrmmMm'V'wmv * «■■**•> ■ * ••% 


Director of Finance, to summarize defects in or omissions from 


*>***;• -"-tSiSMftw 
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be collected now requires the personal sign-off of the Deputy 
Director for Support . 

d. There is virtually nothing In the regulation on the 
use of and accounting for government travel requests. 

e. There appears to be a regulatory void on approving 
continuing advances (so-called revolving accounts ) for travel. 
T his once was covered in regulation, and probably adequately, 
but it disappeared in 1964 and has never been replaced. 

f . The reporting of leave while in travel status has 


been troublesome for years (and the source of much ill feeling 




on the part of travelers). The Chief, Central Travel Branch, 
reports that he now has a written directive from the Director 
of Finance on this subject, hut it Is for his own guidance 
and has not yet been incorporated Into a procedural issuance. 


Authoritative Decisions on Questions Concerning Travel 

7* There ia no single point in the Agency to which technical 

s**. -:«»5 . -tors - S s:.'^;'*w*s aw* ' f ;■* epnw* *(•**'■*»»<*■' 

questions cm travel and transportation may be directed for an 
authoritative answer. Many of these questions are dire cted to 
Central Travel Branch, but its findings are only advis ory. The 
f indings may be appealed (and often are) to a variety of officials 


in hopes of reversal. We find appeals hav ing been m ad e to the 
SSA/SDS, the general Counsel, the Director of Person nel, the Deputy 
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Director for Support, the Inspector General, and 
Director-Coaxptroller . Many of theae claims involve very snail 
sums of money hut may cost hundreds or thousands of dollars in 


senior Officer time before they are fjg gl^aettj^d. There are 
and will continue to be c lair is in vhich a specific voucher is 
used as the vehicle for establishing a general principle, but 
there la no central point designated bus the repository of these 
decisions of principle. In its absence, there win continue to 
be appeals and reappeal® on mttera already authoritatively decided 
in a cla im involving some other component. 

8. The particularly troublesome cases are those arising from 

1 ■*"* ~ wtl ” 1 

wrovislons of Agency regulations that may be interpreted either 
for or against the claimant and which, legally, could be decided 
either way. Even a patently unreasonable claim is often difficult 
to disprove — and to make the proof stick. These are a few of tte 
many examples that could be cited of claims that have tied us in 
knots because of the lack of an effective mechanism for adjudicat- 
ing them. 

I involving about $500 and 


a. A claim by 
one by 


involving $183.05 cost thousands 
of do llar s in time and in cable and dispatch costs before final 
decisions were reached. 
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b* Two eases 


Involving return 


travel from the Far East by way of Europe have been under 
appeal and review for months and are still unresolved. 

c, A claim for approximately $100 by a senior employee 
for per diem while attending a Civil Service school at 
College Bark, Maryland, in Koveraber 1966 has cost the Agency 
several times that amount in reviewing it, has required 
decisions from the General Accounting Office, and was finally 
settled after about ten months. 

Scsse of the claim© we examined, particularly the last one cited. 


seem to us of doubtful validity. The point is that the employees 




concerned believe them va lid, and there is no formally established 

jWMWWi** l l * a >ail HW W M<l ll l l l * llll,llll * IIIIBl, * ll> * 1 * - /» --f- „ t 

entity to which the employee may be directed to turn for authority.- 


tive advice and on which the Agency usay rely for arriving at final 




decis ions . 

9. The Department of Defense has such a mechanism in its 


travel policy committee. From what we can learn of the workings 
of the committee. It appears to be quite effective . We reviewed 
an employee suggestion that such a committee be established within 
CIA. The suggestion was not accepted. The turndown, which was 
dated 10 Hay 1966, appears to us not very responsive to the basic 
problems raised. 
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XI 


Disparate Practices In Iteylng for Travel ana Per Idea 

10. There is little iwiforn&ty within the Agency on payment 
for travel and of per diem at rates less than the established 
xaaxi rsuias . These are some examples: 

a. The Chief, FI Division, issued a written instruction. 


applicable to all Agency travelers* , ou the. ..per dxea..rate^ftt 

limiting it to $9 less 35 percent for 

. .... — • - 


quarters furnished. Central Travel Branch tried to hold all 


personnel visiting that installation to the established rate. 

. •■■■ ■■■ •:. » -*>•-* ~ i- •*•*.-** * '"** 

. - ***" ****&!.£..:: "*■+*' • •• - ' 1 

It succeeded until a senior officer of the Office of Finance 
claimed a $16 per diem. The Director of Finance chose to 
interpret the FE directive as applying only to employees of 
FE Division and approved his officer’s claim for the higher 

...... r ,... T . ir -.-. t ..a uh***^^ <*,,««»:. • v - i ” m 

rate. ^ 

b. The Chief of the Support Staff, Office of Training, 
issued a memorandum dated 20 April 1967 stating that "the rate 
for a round trip by F0V between headquarters and I 


as 


$36.00. " Again, this has been Interpreted as applying only to 
OTR personnel. BaployeeB of other Agency components visiting 
are paid at varying rates as approved by their 


parent components. 

c. A meeting was recently held at the 


for briefings on new cossauni cat ions equipment ■ 
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Represents! ivc s of all directorate® attended. Bach directo- 
rate reimbursed its employees at a different rate than the 
rates of the other three directorates --this despite the fact 
that all representatives traveled to the same joint, spent 
the same amount of time there, ate the same meals, and shared 
similar quarters. 

d. In a recent inspection of the overseas stations Of 
an Operating Division of the Clandestine Services we found 
mileage being paid at rates ranging from a low of 6# to a 
high of 12$$ at stations among which there was little difference 
in the costs of operating a vehicle. 

The approvals illustrated in the above examples allowed reimburse- 
ments ranging from "a little out of pocket" to "all that the law 
will allow." We are unable to see the rationality in a system 
that permits such extremes to exist side by side within a single 
agency. 


Conclusions Concerning Travel Processing 

11, We saw evidence of much confusion and a great deal of lost 

— — — I, | , , j mm r ~n mi ii n ^mmmm *** — *«* ' i n ir— i m ■■ hi— i« « - ‘«m* 

time resulting from lack of familiarity with changes in travel regu- 

, ---• .I __ ... ii, , ,, I, — . f i tr i lr-fttmu ii r fMi i i n m - T. i»v n h t , •*» * -•*» 

let ions, new travel forms, end the like. This is understandable in 
view of the lack of detailed guidance in regulatory issuances. We 

, m ^ t i — ***+ „ .a . imiwri? ^ ;**w*«ww*«#*» :i *-*■&■ ■<* 

considered suggesting that the Office of Training be instructed to 
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offer a brief course on travel, which could be kept up to date by 


periodic refresher courses. We abandoned that Hoe when we learned 
that the course once offered on Travel Procedures was discontinued 
a couple of years ago because of a dearth of students. 

12. What Is the answer then? We think it lies in a well 

nwni.p ». kMjr ■ ■: w* •"’’""I 

ordered and vigorous attack on the whole range of problem asso- 


ciated with travel processing. There have been sporadic attempts 

u ,|| | iiii i i|iiiT WW* | l * * IIIB I tl111 'II Il l I 'I * - ij^i^ awaMiatifr ea. - 

at improving efficiency, and some of them have been quite success- 
ful. The establishment of Central Travel Branch is a good example . 
Another is the resort to commuted travel, although this still is 
applicable in only a few areas. We believe it would be possible 
to extend commuted nates to cover most travel. The Office of finance 


has tried to find more efficient ways of processing vouchers. O ne 
venture involved auditing only a statistical^ sample of vou cher s 
under $100. It was found that this approach was more exp ensi ve in 


senior auditor and supervisory tine than auditing all vouchers . 


*** ********** •** 


13. _ We discussed with o/PFB the merits of a cost analysis jaf 
present travel processing procedures j&id of an organised st udy of 
the feasibility of broadening the applicability of commuted travel. 


0/FPB representatives stated their belief that the dimensions ©f 
the problem are such as to indicate the desirability of such studies. 
The press of other more urgent business has precluded 0/PPB taking 




i MSMsiMii m— »'ii s»aawawssa a n : m ws aai . m aMWi n w' 


on the task. We believe that such studies are post due. The 

mm* * * <n * »w * ** « « ■ — • . ^ ~ - n xmta m* m*** * * ***^** '■**** 

****** - •—*">*'* 
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problem we encounter In travel processing are chronic, and they 
are unlikely to be eliminated or even reduced substantially by our 
present slew-moving apparatus. 


ik. There exists In Central Travel Branch a small nucleus 


of technical experts who have literally made study of travel 

— - - —a m m | - wvwmmtm m 1 1^1 K. 1 , 1 nn [■ h i h wmrn i iu »M » f» K'l- . " ' 1 . 


practices their major career pursuit. 


consider them entirely 


competent to make the studies proposed in the preceding paragraph 
and to provide the technical input essential to the effective 


ope ratio n of a travel policy coaaittee, which we are convinced 
the Agency needs. 




It la recommended that ? Ho . 12 

The Deputy Director for Support prepare and submit 
to the Executive Director-Comptroller for approval a 
proposal for the establishment of a CIA Travel Policy 
Causal t tee, to which should be assigned responsibility 
for: 


a. ensuring that Agency travel regulations and 
practices sure in accordance with applicable laws and 
with the implementations and interpretations thereof; 

b. analyzing Agency practices with respect to 
travel with a view toward improving efficiency, 
reducing coats, and eliminating inequities in 
application of regulations; 

c. providing authoritative guidance, both to the 
claimant and to those processing the claim, on questions 
pertaining to travel; and 

d. adjudicating disputed claims. 
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10. On the basis of these figures, after paying out $71.5 
Billion to annuitants, the fund will still have an invested 
principal of $ 76.8 million and FT 19&0 will be the first year 
in which this principal will have to be drawn upon to meet 
expenses. These estimates are, of course, subject to many 
variations but it does appear reasonably certain that for the 
next several yeasts the fund will have excess money to invest 
mnA a long-range investment program should be established. 

11. The present system for investing excess funds is for the 
Chief of the Compensation and Tax Division to notify Monetary 
Division that funds are available for investment after providing 
any necessary reserve for annuity payments and expenses. Monetary 
Division looks up the current over-the-counter prices of eligible 
securities and selects those with the most attractive yields. Hot 
having an actuarial projection of future fund requirements, they 
are not in a position to make firm recseammdations as to specific 
maturity dates but do try to distribute their maturities over a 
fairly broad range. These selections are discussed with their 
Treasury Advisor, a cleared contact in the Investment Branch of 
the Treasury Depa r t me nt to whom the Secretary of the Treasury has 
delegated Ms responsibility under P.L. 88-643 for approving all 
investments made by the fund. With the advisor’s concurrence, an 
investment recoBEendation or a list of recommended issues to choose 
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from is forwarded to the Director of Finance for his approval. The 
approved purchase order is then forwarded to Treasury, which executes 
the order in the over-* the -counter market and delivers the securities 
to the Federal Reserve Bank of Hew York for safekeeping. 

12. To assure the prompt reinvestment of the interest 
received on the fund’s investments, arrangements have been made 
with Treasury to automatically re -invest all such interest on 
the fey it is received in Treasury. The Director of Finance has 
delegated to Monetary Division the responsibility for selecting 
the Treasury issue to be purchased after consultation with their 
Treasury Advisor end for entering the purchase order with Treasury 
in advance of the receipt of funds. 

13. An Office of Finance Instruction prescribing procedures 
for administration of the fund has been in preparation for several 
months but was not yet out for coordination at the tin® of our 
inspection. We reviewed an early draft and found that the pro- 
cedures proposed for processing investment transactions approximated 
the system outlined above. Sven though the existing system may be 
very cIobs to that which is eventually approved, we believe it 
important that the procedures be formalized in an agreed and 
approved written Instruction at the earliest possible fete. 

Regarding the future requirements of the fund and the optimum 
investment program, the following section from FL 88-6U3 is pertinent: 
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"Sec. 26l. The Director shall prepare the estimates 
of the annual appropriations required to be made to the 
fund, and shall cause to be made actuarial valuations of the 
fund at intervals of five years , or oftener if deemed 
necessary by him." 

14. In June 1965 the Secretary of the Treasury, in response 
to a request from the Director of Central Intelligence, agreed to 
make available to the Agency the services of Mr. Cedric W. Kroll, 
Government Actuary, who has been providing actuarial (service for 
the Foreign Service Retirement end Disability Fund for several 
years. We have discussed with Mr. JCroU the present status of 
our fund and the need for an actuarial valuation. He believes 
that we can assume that the actuarial experience of our fund will 
be so close to that of the Foreign Service Retirement and Disability 
Fuad that we could apply their actuarial rates to our participating 
personnel and develop a useful projection of the expected annuity 
demands . The Director of Personnel states that his office can 
provide the necessary statistics regarding ages, grades, salaries, 
years of service, and age of dependents for all participating 
personnel, both active and retired, jfts required by 3ec. 26l 
quoted above, an actuarial valuation will have to be made befor e 
October 1969, and we believe the projecti on of annui ty requiremen ts 
suggested by Mr. Kroll would be worth making at this time. 

■ +*0* "** 11 1 1 ^ 

15. As regards a long-range investment program for the fund, 
the above-mentioned projection will provide some guidelines as to 
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which bond issues should be purchased for the fund during the next 
several years during which receipts can be expected to exceed pay- 
ments by rather wide margins. At Mr. Kroll's suggestion we dis- 
cussed this problem with his superior, Mr. Edward P. Snyder, 
Director of the Office of Debt Analysis. Mr. Snyder suggested 
that, rather than purchase various issues of outstanding govern- 
ment bonds in the open market, we should look into the possibility 
of arranging for a "Special Issue" for our fund. 

16. Mr. Snyder said that a Special Issue can be arranged by 
administrative agreement, without legislation, and for all prac- 


iL- r? :■ 


tlcal purposes is an interest-bearing account on Treasury * s bo oks 
"‘ih' tSe*" name of our fund. All "purchases” are at par; interest 


is calculated from the date Treasury receives the funds; end with- 
drawals can be made at par as n eede d. Interest is paid at a 
negotiated rate based on the amounts involved and the length of 
time they are expected to remain with Treasury. The Foreign 
Service R & D Fund has a Special Issue for its investments . 

17. Such an arrangement would greatly simplify the account- 
ing and investment problems of our fund; however, we understand 
that at the time PL 88-643 vae being drafted the question of a 




Special Issue was considered and r eje cted be cause o f the necess ity 




for publicly identifying the Agency as the holder of the issue and 


*. '*'* Mflt •****■’ *- : 


for disclosing the purpose for which It was created. We believe 
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that this question should he re-examined to s ee if some secure 
arran gemen t can be worked out to enable ue to obtain a Special 


Issue for our fund. 


IS. Since it will take sane time to obtain the actuarial 
valuation suggested above, the present system of investing will 
have to be continued. However, we suggest that Chief, Compensation 
Mid Tax Division, establish a definite level (say $250,000) at 
which funds in excess of foreseeable requirements will be auto- 
matically started through the investment process. According to 
the Projected Estimate of Fund Activity, there will be no require- 
ment for the withdrawal of any invested funds until 1980. It 
would therefore seem prudent for Monetary Division to consider 
only issues maturing after that date. 

1$, At sc ms future date we might find it possible to turn 

... .i i i . -r , ,_| T — r - m --- I 

the administration of this fund over to the Civil Service Commission. 

• I r ma* 1 <an* n S(aii iiv JI " , “ -ax &!&&***&?&< - 


Vi , ,» II I t .-OE' J - .ML I ■ 

This would require legislation and many security problems would 
have to be solved, but the Government would certainly save money 
and we would be relieved of accounting, investing, and paying of 
annuities to farmer employees and their survivors. The CSC has 
at present something over 7 CO, 000 annuitants on its rolls, and 
the transfer of our fund would be an insignificant addition to 
its workload. For cover purposes, we are now using Civil Service 
forms (envelopes, letterheads, etc.) for communicating with our 
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annuitants . The FEE has a special law for certain of its retirees, 
and these cases are handled through the CSC system. The goal would 
he to retain the benefits of our Retirement Act but to let the CSC 
do the bookkeeping for us. Me are not prepared to recommend so 


radical a step so early in our experience with the program, but 
we do think it an idea that should be kept in mind. It should be 
noted that a Presidential Ccsaaittee has recaanended that all 


government retirement systems ultimately be merged, and Legislative 


Counsel informs us that when our bill was being drafted we were 


a sked to agree that we would go along with any such future merger 

mrnmmmmmmtm mmmm**** 

of retirement systems. 

■*'*"**■“ <wr — 


20 . Although the proce dures during these fi rst few years 
have been rather informal, v e bel ieve that the fund has been 
adequately administered and is now well invested. However, all 

—fr- , w . , 

our estimates point to an imminent increase from the 020 million 
now in the portfolio to about $36 million --to which will be added 
an annual surplus of over $5 million for a marker of years to 
come. The FI 19^7 Projected Estimate of Fund Activity predicts 
a principal fund of $77 million by i960, and that sum may well be 
exceeded. The number of annuitants and their total annual benefits 
1 say triple in the next three or four years. These factors point 
up the need for a more formal method of administering the fund, 
particularly the long-range investment program. In the section 
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of this report, devoted to Information Processing Systems we 
have a recommendation for the establishment of a single computer 
system for control of the statistics needed for administration of 
the fund. The following re commendat ion s are submitted not in 
critics® of past or present performance but in anticipation of the 
needs of the future. 


It is recommended that : do. 13? f 

i ■' 

* I 

The Director of Finance: l 

a. Direct the Chief, Compensation and Tax 

Division, to initiate investment action whenever f 

surplus funds exceed $250,000. 

i i 

b. Expedite the issuance of the Office of i \ 

Finance Inctructlon prescribing procedures for | j 

administration of the fund. 

c. Arrange for an actuarial valuation of the ? 

fund vith the advice and assistance of Mr. Cedric W. : 
Kroll of the Department of Treasury. : j 

f i 

• t 

d. Investigate the feasibility of making secure f 

arrangements with the Department of Treasury for a 
Special Issue for the CIA fund and report his find- 
ings and recommendations to the Executive Director- 
Comptroller . ■ 


e . Prepare an interim investment program for I j 
the guidance of Monetary Division based on the Fiscal j j 
Year 1967 15 -year Projection of Fund Activity. jl 


f . Prepare a long-range investment program 
based upon the actuarial valuation recommended in 
c. above. 


f j 


| 


i 
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IEF0KMATI0B PROCESSING SYSTEMS 

1. A report of survey of the Office of Finance vould be 
incomplete without mention of the applications of automatic 

data processing to financial operations. Tills is not a propitious 
time, however, to inquire in any depth into the extent and appro- 
priateness of program to computerize financial operations— nor, 
for that matter, do ve consider ourselves qualified to do so. The 
Support Information Processing Staff (SIPS) is working on an inte- 
grated system that will process and supply data on money, manpower, 
and material of interest to the Offices of Finance, Logistics, 
Personnel, Training, and Security. The SIPS effort will require 
many man-years of research} development of user specifications} 
coordination, analysis, and programing; and development of special 
equipment. The goal i® to have the Integrated Information Processing 
System in operation by about 1970 or soon thereafter. 

2. The Integrated Information Processing System will replace 
many of the hand-record systems now in operation. Data on property, 
obligations, advances, retirem en t, credit union matters, insurance, 
and perhaps several steps in travel, audit, and certification pro- 
cesses will be ha nd le d by computers . It is now envisioned that the 
system will include a data bank at headquarters which field stations 
may query electronically, thus eliminating many hand records and 
manually -performed functions of field finance officers. 
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3. Fro® our admittedly limited knowledge of the extent of 
computer operations elsewhere in government* we have the impression 
that CIA has been slow In exploiting the full potential of computers . 


We suspect that one of the main impediraents to more rapid progress 

i * 111 ' ' r ~ ~ 111111 '" Hiimi * 11111 "snuw 111 * 1 ~ ii i «i ' ' “ 1 ****** ' miiMi ■' mi inm in iii i i ii iii w- w * -1 

has been the endless squabbling over who should control what in the 


c omp uter field. If this is so, then we regret to rep ort that th e 
outlook is not much i proved. There is still much squabbling in 
the form of finger -pointing and name-calling. 

a. SIPS is criticised on the grounds that it ias 

(1) Moving too slowly toward its eventual goal. 

(2) Failing to seek the expert outside advice it 


needs. 

(3) Organizing a historical data bank rather than a 
forward-looking management information system.* 

(k) Concentrating on its goal of an Integrated system 
in operation in the early 1970's to the exclusion 
of the needs of the Office of Finance for iaaedi- 
ate "pat dies'* on present systems. 

(5) Failing to meet the needs for immediate in^proveiaent 
in data on costs of operations in Southeast Asia. 


geaent information system" is a stock phrase widely in 
use among those Interested in the business applications of computers. 
The phrase is loosely used and is subject to varying Interpretations . 
We have not had defined for us the kinds of data needed as inputs to 
such a system, how the system would be composed, and the types of out 
puts that would be useful to management decision. 
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b. The Office of Finance 1® criticized for felling to 
provide > within reasonable time limits, information on user 
specifications and on other proposals being considered for t-he 


Integrated Information Processing System • 

c. The Office of Computer Services is critized for: 

(1) Inaccuracies in reports it produces . 

(2) Failures to meet reports production deadlines. 

(3) Obsession with the scientific uses of computers 


act the expense of needed business applications} . 
k , There is seme validity in all of these complaints: SIPS 


a- ff. 


is Earring slowly; Finance ia_ slow in making its contr ibutions to the 

' ' 1Tf •*.*«*«• 

integrated system; OCS is late in completing Finance reports. Mid 

v -tv* . ^jststiMwu « — t. n m i ni — — rr-ri 1 1 ■ .■?&*,**» , 

they sometimes are inaccurate! FE Division is hampered by lack of 


updated costs on operations in Southeast Asia. The Office of finance 


does continue to do manually many things that could be conputer- 


.Jb' 




manipulated. 

5. We doubt, though, that things are as bad as they have been 


nf.wtawYf***"*- 


pictured to us. The only Finance operation that appeared to ua to 
be potentially in trouble because of lack of computerization is the 
handlin g of records of annuitants under the CIA Heti resent and Disability 
Fund. The subsidiary records on the 


barticipants In the CIA 


retirement system arc now kept on computers from data supplied by 
the Office of Personnel. The records on annuitants and survivors 
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under the CIA system are kept manually in the Office of Finance, 
and Idle monthly checks are prepared individually . With only 119 
annuitants and survivors on the rolls, two Finance employees can 
do the Job by hand. As the matter of annuitants rises , perhaps to 
the statutory celling of 800 by 19T^> continued manual administra- 
tion of the records of annuitants would require a sizeable increase 
in Idle Fund staff. We believe that now is the time to combine the 
records on participants and on annuitants into a single computer 
system capable of serving the needs of both Personnel and Finance 

It la recommended that : No . lh 

The Deputy Director for Support instruct the Direct or 3 
of Finance and of Personnel to devise, with the advice and 
assistance of the Support Information Processing Staff, a 
single computer program capable of providing all of the 
statistical information needed for administration of 
participants in and annuitants of the CIA retirement 
system. 
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